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INTERSTATE COMMERCE ACT—AGRICULTURAL 
EXEMPTION 


WEDNESDAY, APRIL 23, 1958 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND 
CoMMUNICATIONS OF THE 
CoMMITTEE ON INTERSTATE AND ForeiGN CoMMERCE, 
Wasurneton, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 1334, 
New House Office Building, Hon. Oren Harris (chairman) presiding. 

The CuarrMan. The committee will come to order. 

The Subcommittee on Transportation and Communications is meet- 
ing this morning to renew the series of hearings on several proposed 
bills affecting transportation. Specifically this morning, the com- 
mittee will conduct hearings on H. R. 5823, a bill to amend section 
203 (b) (6) of the Interstate Commerce Act. 

I introduced this bill at the request of the Interstate Commerce 
Commission, to implement its legislative recommendation No. 5 con- 
tained in its 70th Annual Report to the Congress. The purpose of 
the bill is to limit the exemption from economic regulation which 
motor vehicles engaged in the transportation of agricultural com- 
modities, fish and livestock now enjoy to transportation from point 
of production to primary market. The bill would specifically exclude 
from the exempt agricultural commodities category products which 
are manufactured from such commodities and frozen foods. 

We have observed a great deal of public interest in transportation 
during the last several months. I am very glad to know that such 
public interest is being manifested now. 

This committee has been giving serious thought and consideration 
to the problems for some time. In 1955, following the submission of 
the report of the Presidential Advisory Committee on Transport 
Policy and Organization, the committee undertook hearings on the 
policy itself. The committee conducted hearings for several days in 
September 1955, for the purpose of analyzing the policy report and 
the problems connected therewith. 

In 1956 the committee conducted rather extensive hearings on H. R. 
6141 and H. R. 6142, identical omnibus bills to implement the policy 
report. 

The committee therefore has gone into these various proposals 
thoroughly. We wondered during the time that we were trying 
to point up these problems, and observing the deterioriation of some 
phases of the transportation industry, why it was that the general 
Benne, would not become more interested in trying to do something 
about it. 


1 
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Because of the innumerable problems in connection with the overall 
omnibus bill and the many, many controversial phases and the apathy 
in many areas of government, the committee was unable to make much 
progress during the 84th Congress. Realizing the difficulty with the 
one-package approach to these problems, the “pack: uge approach was 
broken down into individually proposed bills in the 85th Congress. 
This committee accepted them as such with the view of trying to get 
some legislation enacted. 

So, during the 1st session of the 85th Congress extensive hearings 
were held on innumerable bills. The Interstate Commerce Commis- 
sion submitted in its annual report some 26 legislative recommenda- 
tions. The committee organized these into categories, along with 
other proposals that were introduced and were pending before the 
committee. I call attention to this at this time in order that the 
record might be clear as to the efforts this committee has made for 
the last several years in trying to develop legislation which could be 
enacted. 

As a result of the committee’s work last year, the committee re- 
ported H. R. 3233, to amend section 22 of the Interstate Commerce 
Act, which passed the House and Senate and now is law; H. R. 3625, 
the par value of capital stock of motor carriers, which is also now 
law; H. R. 3775, to amend the section 20b of the Interstate Commerce 
Act relating to stock modification plans, which is also now law; H. R. 
5124 with reference to rules, standards, and instructions for the in- 
stallation, inspection, maintenance e, and repair of power or train 
brakes, w hich is now law; H. R. 5328, Medals of Honor Act, which is 
also now on the statute; H.R. 5384, to provide for the preservation of 
competitive through routes for rail carriers, reported by this com- 
mittee and passed by the House, but has not yet been concurred in by 
the Senate; H. R. 8825, revising the definition of contract carrier by 
motor vehicle, which is now law; S. 937, amending section 4 of the 
Interstate Commerce Act relating to the long- and short-haul clause, 
which bill is now a part of the sté tute: S. 943, providing for the filing 
of actual rates by contract carriers by motor vehicle, which is also now 
law; S. 1383, changing the requirements for obt: aining a freight for- 
warder per mit, which is also Jaw; and S. 1492, increasing the penal- 
ties for violation of certain safety and other statutes administered 
by the Interstate Commerce Commission, which is also now a part 
of the law. 

Therefore, from this record you can see that this committee has 
been giving a lot of time and attention to the problems because we 
realize that it is imperative that something be done to strengthen and 
stabilize the transportation industry in the interest of the general 
public. 

In the last several months there have been hearings held by the 
Senate on many of these problems. This committee held hearings on 
and reported similar legislation for the most part. 

Yesterday the administration submitted its latest package proposal 
to do something about the railroad industry along with the general 
transportation problem. Five recommendations were made. ‘One of 
the five recommendations, was a clarification of the agricultural ex- 
emption provisions of the Interstate Commerce Act, which is the bill 
before us today. 
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We have a bill on the redefinition of private motor carriage, another 
administration proposal. 

There is, I believe, a Senate bill on enlarged ICC jurisdiction over 
curtailment of services, which the administration also proposed. 

We have a bill on ratemaking policies, but, of course, it is different 
from the one that is recommended now, the revised Federal ratemak- 
ing policy. 

Weverthelere we have bills as a basis for hearings and study in 
consideration of all of these recommendations, including the fifth 
recommendation for temporary financial assistance to the transpor- 
tation industry, and with particular reference to the railroad industry. 
That bill is H. R. 11527. 

Consequently, beginning this morning, it will be the purpose of this 
committee to conduct hearings on these various proposals which are 
considered to be necessary in the long- and short-range program of the 
transportation industry. 

I must express my disappointment that the administration did not 
strongly recommend repeal of the 3 percent tax on freight and the 10 
percent tax on passenger fares. I have had conferences with men in 
the Government and in the industry and with colleagues in both the 
House and Senate on these overall problems, and it was my under- 
standing that when this overall package report would come up there 
would be a definite position taken with reference to the tax problem, 
too, asa part of the long-range program. And it will be my purpose— 
and I am sure I speak for at least some of the members of the com- 
mittee—to give consideration to making some recommendations along 
this line to the appropriate committee of the Congress which handles 
that phase of this problem. 

The hearings this morning on this specific bill, as one of the long- 
range problems in connection with this program, will continue today, 
tomorrow, and Friday. It isa highly important policy problem which 
I think most everyone will agree needs clarification. It is also a 
problem that is highly controversial. 

It is the hope of the committee that we can work out something that 
will meet the needs of the transportation industry and, at the same 
time, preserve the basic rights of those who are given the privilege of 
such exemption. 

We have a long list of witnesses. It will be the purpose of the com- 
mittee to get to each of you as expeditiously as possible. 

I would want to issue a word of caution that each witness present his 
position as clearly and concisely as possible, and to get in the record his 
position on this issue. 

On Monday of next week the Department of Commerce, the wit- 
nesses for the administration, will testify on the No. 5 proposal of the 
administration, with reference to the long- and short-range financial 
assistance on a temporary basis. 

We should, then, by next week, conclude the hearings on these 
various proposals that are wrapped up in this package bill, and there- 
fore have an opportunity to consider the entire matter in order that we 
can ultimately determine what can be done to further stabilize and 
strengthen the transportation industry. 

Mr. Rogers has kindly consented to assume the responsibility here 
in the conduct of these hearings on H. R. 5823, which I appreciate. I 
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also appreciate the attendance of the other members of the subcom- 
mittee who are here to help make this record and develop this highly 
important problem. 

May I express my appreciation to the members of this committee 
for their attention to it. If you recall, I announced prior to the 
Faster recess that I was going to formulate a program and see to it that 
I would put everybody to work, and this morning it has really hap- 
pened because we have hearings by all subcommittees of this commit- 
tee. In this way I think you can give the attention that these pro- 
posals should have, with a view to developing those that should be 
considered before this session gets much further along so we can have 
some results out of these efforts. 


At this point the bill referred to, and the reports, will be included in 
the record. 


(H. R. 5823 and the reports are as follows:) 


[H. R. 5823, 85th Cong., 1st sess.] 
A BILL To amend section 203 (b) (6) of the Interstate Commerce Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That clause (6) of section 203 (b) of the 
Interstate Commerce Act, as amended (49 U.S. C., sec. 308 (b) (6)), is amended 
to read as follows: 

“(6) Motor vehicles used in carrying property consisting of ordinary livestock, 
live poultry, fish (including shellfish), or agricultural (including horticultural) 
commodities (not including manufactured products thereof or frozen foods) from 
the point of production to a point where such commodities first pass out of the 
actual possession and control of the producer, if such motor vehicles are not at 
the same time used in carrying any other property, or passengers, for compensa- 
tion. For the purpose of this paragraph the point of production for fish shall be 
deemed to be the wharf or other landing place at which the fisherman debarks 
his catch, and the point of production for agricultural commodities shall be the 
point at which grown, raised or produced, or the point at which the fish or 
agricultural commodities are gathered for shipment.” 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., August 26, 1957. 
Hon. OreEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


DEAR CONGRESSMAN Harris: This is in reply to your request of March 13, 1957, 
for a report on H. R. 5823, a bill to amend clause (6) of section 203 (b) of the 
Interstate Commerce Act, as amended. 

The Department recommends that the bill be not passed. 

The proposed legislation would narrow the present exemption from regulation 
under the Interstate Commerce Act which is applicable to movements by motor 
vehicle of unmanufactured products of agriculture, without regard to ownership 
or possession. The exemption presently in effect provides flexibility and economy 
in the movement of agricultural commodities, including unmanufactured prod- 
ucts thereof. It accomplishes this objective quite effectively and without diffi- 
culty from a regulatory standpoint. 

The proposed restriction of the exemption to movement from point of produc- 
tion to the point where actual possession and control would pass from the pro- 
ducer would largely destroy the flexibility in marketing which exists under the 
present exemption. The proposal apparently assumes that benefits to producers 
from exemption accrue only so long as producers own the products transported. 
On the contrary, producers are substantially affected by any factor which con- 
tributes to or detracts from the efficient and expeditious marketing of farm 
products, including marketing steps beyond the first movement. 
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We would point out, too, that the “actual possession and control” test would 
be impractical of application and confusion would exist in determining what 
shipments might appropriately be hauled by exempt motor carriers. 

The proposed legislation, while dealing generally with the bulk of agricultural 
commodities and unmanufactured products thereof, would specifically exclude 
from the exemption dressed poultry and frozen foods, two categories which have 
recently been declared exempt through court litigation. The Department has 
consistently taken the view that specific exemption or regulation of individual 
commodities on groups of commodities by legislative action is undesirable because 
it would lead to repeated legislative interpretation and revision of the exemption 
clause. On the other hand, the exemption provision as now contained in the 
Interstate Commerce Act, which has remained substantially unchanged since its 
enactment in 1935, enunciates a sound principle which protects the flexibility 
and economy so necessary to agricultural marketing. 

Recognizing that questions are being raised concerning the propriety of exemp- 
tion of the specific groups of commodities here involved, the Department, as well 
as the major farm organizations, feels that it is desirable to conduct studies to 
obtain better information with respect to the relative volume, adequacy of equip- 
ment and service, and cost of movement by exempt and regulated carriers. Plans 
are progressing to begin work on these studies. It appears to us to be desirable 
to leave the provisions of section 203 (b) (6) unchanged pending development 
of more and better information with regard to the effects of the exemption. 
However, in any event, we would not favor the virtual elimination of the exemp- 
tion, as proposed in H. R. 5823. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 20, 1957. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your letter of March 13, 1957, 
requesting the views of this office with respect to H. R. 5823, a bill to amend 
section 203 (b) (6) of the Interstate Commerce Act, as amended. 

The bill would confine the agricultural commodity exemption of the Interstate 
Commerce Act to motor vehicles carrying such commodities (excluding manu- 
factured products thereof and frozen foods) from the point of production to a 
point where they first pass out of the actual possession and control of the 
producer. Under existing law, the exemption is applicable as long as the com- 
modity has not been manufactured, even though it has passed out of the hands 
of the producer. 

H. R. 5823 would effectuate a legislative recommendation of the Interstate 
Commerce Commission. The Commission believes that the broad exemption 
now applicable under court interpretation was not intended by Congress and is 
harmful to our system of regulated public transportation. 

The Bureau of the Budget recognizes that agricultural shippers have certain 
unique transportation requirements which may not be served fully by regularly 
authorized public carriers. By the same token, however, it would seem in- 
advisable to allow agricultural commodities to be transported by unregulated 
earriers where transportation requirements are not unique, and where there 
would be no overriding benefit to agricultural producer or consumer. A system 
of sound regulated carriage is a fundamental objective of the Interstate Com- 
merce Act; the President’s Advisory Committee on Transport Policy and Or- 
ganization has concluded that continual expansion of agricultural exemptions 
could destroy that purpose. 

The Bureau is unable to assess whether the present scope of the agricultural 
exemption is appropriate to the objectives sought, or whether the language of 
H. R. 5823 draws the line on the exemption at the proper place in all respects. 
Further study of the economic effect of exemptions of varying scope would 
undoubtedly be useful to your committee in drawing any conclusions in this 
regard. The studies in this field mentioned by the Department of Agriculture 
in its report to your committee on H. R. 5823 should also be helpful. 
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In any event, in view of the uncertainty over the meaning of the present law, 
it would be desirable if some clarifying legislation were enacted by the Congress. 


Subject to the foregoing comments, if your committee concludes that legisla- 
tion along the lines of H. R. 5823 is desirable, the Bureau of the Budget would 
have no objection to its enactment. 


Sincerely yours, 
(Signed) Prercy RAPPAPORT, 


Assistant Director. 

The, Cuarrman. The first witness this morning will be the Hon- 
orable Howard G. Freas, Chairman of the Interstate Commerce 
Commission. 

Mr. Freas, we are glad to have you back on some more of these 
proposals w hich the Commission has recommended in order to give 
the Commission’s viewpoints regarding them. And I might say that 
if you have had the benefit of the report of the Secretary of Com- 
merce issued yesterday, you will observe that this bill we are to 
consider today, and two other bills, are pending before this committee 
and we shall expect to have the position of the Commission with 
respect to them within the next few days. 


STATEMENT OF HON. HOWARD G. FREAS, CHAIRMAN, INTERSTATE 
COMMERCE COMMISSION 


Mr. Freas. Very well. And I do want to say, Mr. Chairman, be- 
fore you leave, as you indicated you will have to do, that we are very 
appreciative e of the thoughtful consideration this committee and sub- 
committee has given to our various proposals—the 26 that you men- 
tioned, and of the action that you have taken on them. 

I am Howard Freas. I have been a member of the Interstate 
Commerce Commission for the past 414 years. Since the first of this 
year I have served as its Chairman. 

I am appearing here today to testify in support of H. R. 5823, 
which, as the chairman said, would implement legislation recom- 
mendation No. 5, made by the Commission in its 70th annual report 
to Congress, and repeated as recommendation No. 3 in its 71st annual 
report. 

i R 5823 would amend section 203 (b) (6) of the Interstate 
dean ce Act so as to subject to economic regulation the transporta- 
tion of ordinary livestock, live poultry, fish, and agricultural com- 
modities by motor vehicle except when such transportation is from 
point of production to primary market, and to exclude specifically 
frozen foods and products manufactured from agricultural 
commodities. 

Under the provisions of section 203 (b) (6) motor vehicles carry- 
ing property consisting of ordinary livestock, fish or agricultural com- 
modities—not including manufactured products thereof—are exempt 
from economic regulation by the Commission. 

Apparently the principal purpose in enacting these agricultural 
exemptions was to benefit the producers of the commodities involved, 
primarily the farmers. However, as a result of a series of court de- 
cisions which began with 7. C. C. v. Love, in 1948, and ran through 
Frozen Food Express v. United States, in 1957, the list is now greatly 
enlarged and includes a huge volume of commercially processed 
products. 
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In interpreting these exemptions the Commission concluded that it 
was not the intention of Congress to exempt from ra the 
transportation of such commodities as fresh and frozen dressed poul- 
try, frozen fruits, vegetables, and canned foods. However, in Last 
Texas Motor Freight Lines, Inc. et al. v. Frozen Food Express et al. 
(351 U.S. 49), decided April 23, 1956, the Supreme Court, in a 5 to 4 
decision, held that fresh and frozen dressed poultry are exempt agri- 
cultural commodities within the meaning of section 203 (b) (6). 

Of particular significance in this case was the pronouncement of the 
majority that— 
where the commodity retains a continuing substantial identity through the 


processing stage we cannot say that it has been “manufactured” within the 
meaning of section 203 (b) (6)— 

and the further statement that the— 

exemption is concerned with the stage of the processing, not with the person who 
does it. 

The difficulties involved in drawing a line of distinction between 
agricultural commodities and “manufactured products thereof” is 
demonstrated by the fact that the court was so closely divided as to 
the status of fresh and frozen dressed poultry. 

In another case, Home Transfer & Storage Co. v. United States (141 
F. Supp. 599), the Supreme Court affirmed, without opinion, a lower 
court decision that frozen fruits and vegetables also come within the 
exemption. Significant of this trend are subsequent district court 
decisions holding that dried milk, dried egg powder, raw shelled nuts, 
dried fruits and a number of other commodities are exempt. 

The Supreme Court in Frozen Food Express v. United States (355 
U.S. 6 (1957) ), affirmed without opinion the district court’s decision 
as to the exempt status of most of these commodities. The lower 
court’s decision holding raw shelled nuts to be exempt was not taken 
to the Supreme Court. 

For the subcommittee’s information and convenience of reference, 
I have attached to my prepared statement a list of court cases involving 
the agricultural commodity exemption, together with a list of the com- 
modities held to be exempt or nonexempt. 

We do not believe that the apparent congressional purpose should 
be abandoned in favor of the “continuing substantial identity” test 
adopted by the Supreme Court. Ifthe Supreme Court’s test continues 
to be applied literally by all courts, it is conceivable that a considerable 
number of other commodities which are processed at large industrial 
plants rather than by farmers will be held to be exempt. 

As a result of these decisions, the exemptions are being used by 
commercial interests for their own advantage without any provable 
benefit to the farmer or producer whose price is usually determined 
when a sale is made to a broker or dealer. We are of the view that such 
judicial interpretations have extended the exemptions far beyond what 
the Congress originally intended. 

The Commission believes that this progressive broadening of the 
list of exempt commodities, if allowed to continue, will eventually have 
a ruinous effect on the entire structure of regulated carriage. 

Movement by commercial carriers of such commodities as fresh and 
frozen dressed poultry and frozen fruits and vegetables is substantial. 
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To the extent that such transportation is held to be exempt from 
economic regulation, a completely unfair and unjust advantage is 
afforded exempt haulers who are not required to publish their 1 ates Or 
charges, and there will be a continuing erosion of traffic handled by 
regulated carriers. 

The fact that exempt haulers are not required to make public their 

rates or charges also results in preferential and discriminatory treat- 
ment as between shippers. 

Public transportation cannot survive on a shrinking volume of traflic 
without adversely affecting our Nation’s economy either through sub- 
stantial rate increases on ‘the remaining traffic or through deteriora- 
tion of service and equipment, or both. 

Furthermore, this ever-growing diversion of traflic serves to thwart 
the express purpose of Congress to maintain a sound transportation 
system in the national interest. A vital part of such a system is the 
transportation needs of both the average and small shipper, including 
the farmer. Moreover, the prevailing uncertainty as to the extent to 
which the present law goes, that is the extent to which the exemptions 
will be further broadened, i is retarding the plans of regulated carriers 
for expansion and improvement in equipment and service. 

In addition, it appears to us to be significant that representatives of 
a large number of exempt haulers rec ently testified before the Senate 
Surface Transportation Subcommittee to the effect that because of 
the chaotic conditions which exist in their segment of the industry, 
their salvation depends upon future Federal regulation of their 
operations. 

Violations of the Commission’s motor-carrier safety rules and reg- 
ulations, especially its hours of service regulations, are particularly 
widespread among the haulers of exempt commodities. These oper- 
ators, of which there are many, including the so-called gypsy who 
is here today and gone tomorrow, are the worst offenders. 

As a result of the four nationwide road checks conducted during 
1957 at more than 150 points and involving more than 46,000 true ‘ks, 
17.5 percent—nearly 1 out of every 5—had to be ordered out of service 
because of some hazardous operating condition. 

These checks included common, contract, private, and exempt motor 

carriers. Of the number of exempt ¢ ‘arrier vehicles inspected, 21.5 
percent were ordered out of service because of serious mechanical 
deficiencies, as contrasted with 17.4 percent of the number of authorized 
carrier vehicles inspected. 

The most alarming discovery was that 67.5 percent, or 2 out of every 
3 of the exempt units examined, were found to have 4 or more vehicle 
or driver defects per unit. This compares with 36.3 percent of the 
number of authorized carriers’ vehicles examined. 

One of the large contributing factors to this unhealthy situation 
is that there is no recognized rate structure in the transportation of 
exempt commodities. 

Because of the intense competition among the exempt haulers, rates 
have been depressed to such a level that often they do not even return 
the carriers’ costs. Aggravating this situation is the practice of many 
commodity brokers of establishing a delivery time at a distant market 
which requires continuous oper: ation of the vehicle. 
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However, because of the depressed rates, the operator cannot afford 
a second driver on the truck. Some drivers have been found to have 
driven continuously for periods up to 36 or 48 hours with time off for 
only 2 or 3 hours’ sleep when the truck is pulled to the side of the road. 
If the preestablished delivery time is not met by the carrier, sub- 
stantial deductions are often made from the transportation charges 
because of changed market conditions or spoilage, either actual or 
pretended. 

The Commission has found it extremely difficult to cope with this 
problem since it has no sure way of knowing who these carriers are or 
where they are located. As they become “known to us, usually by 
happenstance, they are furnished with a copy of the safety regulations. 

Out of an estimated 48,000 of such carriers, only 14, 893 have been 
served with a copy of our safety regulations. 

Enactment of H. R. 5823 would be of material assistance to the 
Commission in this respect since it would narrow the statute with 
respect to exempt hauls and give stability to the rate structure to the 
extent that the exemption is n: ArTOW ed. 

There is little doubt in our opinion that curative steps are of the 
utmost importance and that they are needed now. We believe that 
the approach taken in H. R. 5823 would answer that need, and that 
regulated carriers and shippers, too, would be aided by its enactment. 

In drawing a line between what constitutes exempt and nonexempt 
transportation under section 203 (b) (6), H. R. 5823 takes an exempt 
movement approach. That is, it would limit the exemption with 
respect to fish, ordinary livestock, live poultry and agricultural com- 
modities to the movement from the point of production to a point 
where the producer or grower loses actual possession and complete 
control. Loss of control would occur when the producer or grower 
no longer has any responsibility with respect to the movement of the 
commodities. If actual possession and control passes at the point of 
production the exemption would not apply. 

Enactment of this measure would not interfere in any way with the 
needs of the farmer or producer for flexibility of transportation in 
the marketing of their products. 

It is interesting to note in this connection that six States, according 
to the State Motor Carrier Guide, published by Commerce Clearing 
House, Inc., have no special statutory provisions exempting the for- 
hire transportation of agricultural commodities. These States are 
Arizona, Delaware, Iowa, Massachusetts, New Hampshire and 
Vermont. 

The State of New Jersey does not regulate the for-hire transporta- 
tion of property. The statutes in Nev: ada, Texas and West Virginia 
are so worded that the exemptions appear to be applicable only to 

rivate carriage of the transporters’ own goods, and, therefore, could 
ardly be considered as exemptions from for- hire transportation 
regulation. 

Kansas exempts only grain moving from the producer to a place of 
storage or sale for a distance of not exceeding 50 miles. 

In the remaining 37 States the exemptions relating to the for-hire 
transportation of agricultural commodities vary greatly. A few are 
as broad as the present provisions of section 203 (b) (6). Some are 
limited to transportation from farm or other place of production, or 
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specifically provide that title to the goods must be in the producer. 
In other instances the exemption is restricted to transportation per- 
formed by farmers, while in still others the transportation may be by 
farmers for other farmers. In some States the vehicle must be used 
exclusively in exempt transportation, and in others only casual, 
intermittent or occasional transportation is exempt. 

In our opinion it is essential for the protection of the public that 
some definite line of demarcation be drawn, legislatively, between 
what constitutes exempt and nonexempt transportation. 

The provisions of H. R. 5823 are consistent with what we believe 
to have been the original purpose of section 203 (b) (6) and, at the 
same time, would serve to strengthen and preserve our public trans- 
portation system by placing under economic regulation the trans- 
portation of industrially processed products in commercial fleets of 
trucks. 

We urge, therefore, that section 203 (b) (6) be amended as proposed 
in H. R. 5823. 

I wish to thank the subcommittee for this opportunity to appear 
and testify. 

If there are any questions you wish to ask, I shall be glad to try 
to answer them. 

Mr. Rogers (presiding). Thank you, Mr. Freas, for a most com- 
prehensive statement, and also for the list of citations that you attached 
to your statement. Those will be most helpful. 

(The appendix of citations referred to follow:) 


APPENDIX 
Court CASES INVOLVING THE AGRICULTURE COMMODITY EXEMPTION 


1. I. C0. C. v. Love (77 F. Supp. 63, affd. 172 F, 2d 224 (Mar. 29, 1948 and Feb. 11, 
1949) ): Headless shrimp, exempt. 

2. I. C. C. v. Weldon (90 F. Supp. 873, affd. 188 F. 2d 367; cert. den. 342 U. S. 
827 (May 18, 1950, Apr. 9, 1951 and Oct. 8, 1951) ): Raw shelled peanuts, non- 
exempt. 

3. I. 0. C. v. Yeary Transfer Co., Inc. (104 F. Supp. 245, affd. 202 F. 2d 151 
(Apr. 3, 1952 and Feb. 20, 1953) ) : Redried leaf tobacco, exempt. 

4. Florida Gladiolus Growers Assn. v. United States (106 F. Supp. 525 (July 
23, 1952) ) : Cut gladiolus and gladiolus bulbs, exempt. 

5. J. 0. 0. v. Wagner (112 F. Supp. 109 (May 1, 1953) ) : Seoured wool, exempt. 

6. I. C. C. v. Allen HE. Kroblin, Inc. (113 F. Supp. 599, affd. 212 F. 2d 555; cert. 
den. 348 U. S. 836 (June 30, 1953, May 11, 1954 and Oct. 14, 1954) ) : Dressed 
poultry, exempt. 

7. Home Transfer & Storage Co. v. United States (141 F. Supp. 599, affd. 352 
U. S. 884 (May 7, 1956 and Nov. 5, 1956) ) : Frozen fruits and vegetables, exempt. 

8. Consolidated Truck Service, Inc. v. United States (144 F. Supp. 814 (Sep. 
28, 1956) ) : Raw shelled nuts, exempt. 

9. Premier Peat Moss Corp. v. United States (147 F. Supp. 169, affd. 355 U. 8.13 
(Nov. 8, 1956 and Oct. 14, 1957) ) : Imported peat, exempt. 

10.. East Texas Lines v. Frozen Food Express (128 F. Supp. 374, affd. 351 U. S. 
49 (Jan. 26, 1955 and Apr. 23, 1956) ) : Fresh and frozen dressed poultry, exempt ; 
(Lower court held fresh and frozen meat not to be exempt; no appeal taken on 
this commodity). 
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11. Frozen Food Ezpress v. United States (148 F. Supp. 399, affd. 355 U. S. 
6 (Dec. 31, 1956 and Oct. 14, 1957) ) : 


EXEMPT 
Frozen whole eggs Dried fruits and vegetables (dried me- 
Dried egg powder chanically or artificially ) 
Dried egg yolks Peaches peeled, pitted and placed in 
Clean rice cold storage in unsealed containers 
Rice bean (bran) Strawberries canned in syrup in un- 
Rice polish sealed containers and placed in cold 
Pasteurized milk storage 
Fresh cut up vegetable in cellophane Milk, skimmed, vitamin D 

bags Milk, powdered 
Fresh vegetables, washed, cleaned and Buttermilk 

packaged in cellophane bags Feathers 
Fruits or vegetables, quick frozen Frozen milk and cream 
Shelled peanuts Cotton linters 
Peanuts, shelled, ground Chopped hay 
Killed and picked poultry Seeds, deawned or scarified 
Rolled barley Redried tobacco leaf 


Cottonseed hulls 
Beans (packaged, dried artificially or 
packed in small containers for retail 


trade) 
NONEXEMPT 
Slaughtered cattle Butter 
Fresh meats Cottonseed meal 
Meat products Fruits and vegetables canned 
Cottage cheese Condensed milk 


Cream cheese 


Mr. Rogers. Mr. Friedel, the gentleman from Maryland, do you 
have any questions ? 

Mr. Frrepen. No questions at the present time. 

Mr Rogers. Mr. Hale, the gentleman from Maine, do you have any 
questions ? 

Mr. Hate. H. R. 5823 was prepared at your instance, Mr. Freas; is 
that correct ? 

Mr. Freas. That is right. 

Mr. Hate. And it is part of the ICC program for amending the act? 

Mr. Freas. That is right. 

Mr. Hate. I join with my colleagues in commending your statement 
and the tabulation of cases, which is certainly very interesting. 

Mr. Freas. Thank you. 

Mr. Hare. That is all. 

Mr. Rogers. The gentleman from Georgia, Mr. Flynt. 

Mr. Fiynt. Thank you, Mr. Rogers. 

Mr. Freas, let me join Mr. Rogers and Mr. Hale and my colleague on 
the committee in thanking you for your comprehensive analysis of this 
legislation. We welcome your appearance before our committee. 

Mr. Freas. Thank you. 

Mr. Fiynr. I have 1 or 2 specific questions which deal primarily 
with the manner in which this legislation would affect 1 of the major 
industries of my State, namely, the corn industry. 

Do you draw any line of distinction between agricultural commodi- 
ties which are substantially changed in form and those which have 
only a minimum change in their form during process? 


26170—58———2 
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Mr. Freas. In the language which is suggested, that is, commodities 
that are not manufactured, I take it that it would be a question of fact 
in each case as to whether or not a commodity had undergone manu- 
facturing, and I do not believe that a thing would have to undergo very 
extensive manufacturing as long as it was actually manufactured in 
order to take it out of that category. 

However, as to certain commodities, the Supreme Court has already 
ruled as to whether or not they have been manufactured—whether the 
identity has changed—and I ‘take it, of course, that the Commission 
would be bound by those rulings. In other wor ds, I don’t know of 
any way that we could say spec cifically the degree of manufacturing 
that would have to take place without having a concrete situation and 
knowing precisely what was done. 

Mr. Fiynr. Let me use another commodity for example—celery. 
Is a stalk of celery processed and does it become a manufactured prod- 
uct simp rly because it is washed and placed in a cellophane bag? 

Mr. Freas. Yes. And again I say that is something the Com- 
mission would have to pass upon on the facts before it. But just 
expressing my own views now—if that celery is actually washed—and 
I take it that it would be trimmed so that it would fit the bag, and then 
put in a cellophane bag—I think that is an act of processing it as dis- 
tinguished from simply—I don’t know whether they just shake off the 
soil or whether they actually wash it, then put it in crates, and ship 
it in that manner. Certainly there is no manufacturing there, but 
where it is put up in packages for the trade, I would at this moment, 
without further facts before me, say that I would consider that as be- 
ing processed. 

Mr. Fiynv. I respect your right so to believe, but let me say that 
I disagree with it. 

My concept of “manufacturing” is the act of an agricultural prod- 
uct so that it bears a different relation to the eventual consumer 
than it did in its initial state on the farm, whether it be a chicken 
farm or whether it be a celery farm. And the reason I used the celery 
example there is that, to my mind, the washing, and, as you added, the 
trimming of celery is compar able to the initial step in the processing 
of poultry. In other words, when a chicken is eviscerated and when 
the feathers are plucked, in my judgment that is a comparable act to 
the washing and trimming of a stalk of celery, and it bears sub- 
stantially although maybe not exactly the same relation to the even- 
tual consumer as it did when it was in the raw state. 

The difference that I see, and what concerns me greatly, is when 
the chicken might be cut up into parts; for instance, chicken breasts 
or chicken legs or drumsticks or other individual parts. Then, to my 
mind, that is the point beyond which the processor cannot go because 
he has substantially changed the form of the agricultural product. 

I wonder if you ‘want to add anything to your already full state- 
ment on your own opinion, either as Chairman of the Commission 
or your individual opinion, as to whether or not it was not the original 
intent of Congress that an agricultural product which is not sub- 
stantially changed in its form should go under exempt status. 

Mr. Freas. My own thought has always been that it was the in- 
tention of the Congress to take care of the products from the farm or 
orchard, or point of agricultural production, to what would normally 
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be considered the primary market in the form in which they would 
normally move between those points. But when you come to the 
processing in the nature of, as I say, trimming it, if that is necessary, 
and I take it that it would be, then putting it in cellophane bags for 
the direct consumption that is, for purchase by the housewife, in a 
form in which a farmer does not ordinarily put it up, it was not my 
thought that it was the intention of the Congress to include that. 

Mr. Fiynr. However, do you not agree that historically the form 
in which the housewife purchased it was the same form in which it 
came directly from the farm on which it was grown ? 

Mr. Freas. That is right. 

Mr. Frynr. Would you then extend that same thing to the trans- 
portation of cotton, that simply because it is picked from the boll, at 
that point it can no longer be transported even to a cotton gin under 
an exempt status 4 

I think the analogy exists, and I wonder what your thought would 
pe. 

Mr. Freas. I don’t follow the analogy there. 

When it is picked from the boll or taken to the gin or compress— 
wherever it goes—that is the normal way in which the grower would 
get it to its primary market, and we don’t have this question of 
packaging it and putting it up in attractive sales form for sale to 
the direct consumer. 

Mr. Fiynv. Let me carry that one step further then. 

What would be then the status of a bale of cotton as it went from 
the gin or compress to the warehouse or back to the farm ? 

Mr. Freas. Under this proposed bill, so long as the grower retained 
possession and control of it, it would be exempt. But if he sold it at 
the gin, for example, and the purchaser subsequently shipped it to a 
warehouse, it would not be exempt. 

I would like to just add this, again coming back to the celery: 

As I understand it, the processing of celery in the manner that 
has been described is not normally done by the grower. It is done 
by some intermediary as a commercial enterprise. It was not my un- 
derstanding that the exemptions were to be for the benefit of the in- 
termediary but for the original grower. 

My attention has been called to the fact that in Frozen Fruit Fa- 
press v. the United States, a case that I referred to, 355 U.S. 6, the 
Supreme Court has held fresh-cut vegetables in cellophane bags to be 
exempt and I would take it, therefore, that to that extent, they have 
held that it is the same commodity as it was before it was cut up and 
put in cellophane. 

Mr. Friynv. Can you then in your own judgment draw a distinction 
between fresh-cut vegetables and a chicken which has gone through 
the first process of evisceration and dressing? 

Mr. Freas. Both of them have been considered by the Supreme 
Court, and I think all I can say is that had I personally made the 
decision on the facts as we have related them, I would probably have 
come up with a different conclusion. 

That does not mean that we do not abide by the Supreme Court’s 
decision. 

Mr. Fiynt. My last question would be this: 

Bear in mind that we are well aware of the increasingly more at- 
tractive forms of packaging and merchandising. 
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Do you not feel that with the removal of these commodities from 
exempt status simply as the form of merchandising or packaging is 
improved and made more attractive, not only the original producer 
but indeed the eventual consumer, the housewife or the breadwinner 
will be in fact penalized by their removal from exempt status? 

Mr. Freas. As I have indicated, I do not understand it to have been 
the intention of the Congress to make the exemptions either for the 
benefit of the housewise or of the processor, but for the benefit of the 
original grower. That is why under this bill the attempt is made to 
confine the exemptions to the movement of the commodities in their 
original state from point of production to point of either primary 
market or the point where the producer or grower loses possession and 
control, and not to extend that benefit to the man who takes over at 
that point and simply processes it. I don’t believe that the Congress 
intended to go that far, and the purpose here is to try to restore the 
exemptions to what we believe the Congress had in mind. 

Mr. Fiynr. Even though in many of these instances, say specifi- 
cally the poultry and celery to which you and I both referred in our 
colloquy, is it not true that this has actually been merely a form of 
more attractive presentation rather than a basic change in the form of 
the commodity ? 

Mr. Freas. I think that is true. 

Mr. Fiynt. Thank you very much, Mr. Chairman. 

Mr. Rogers. The gentleman from California, Mr. Younger, is 
recognized. 

Mr. Youncer. Thank you, Mr. Rogers. 

I was very happy to see that our colleagues appreciate the leader- 
ship that comes from a fellow Californian. 

ne point that I want to get clear in my own mind is that this ex- 
emption granted here of the motor vehicle exists only if the motor 
vehicle is carrying exclusively those products. 

Mr. Freas. That is right. 

Mr. Youncer. In other words, if such motor vehicles are not at 
the same time carrying any other property for hire or for compensa- 
tion ? 

Mr. Freas. That is right, and I think it is important for at least 
two reasons. I think that covers what the Congress really tried to 
get to. If it were not that way, any carrier could defeat regulation. 

Mr. Youncer. This would not carry through, for instance, where 
the farmer sends his product to a cooperative association. I doubt 
if he loses possession of the product, but it is processed there, washed, 
and maybe packaged by the association, and then sent to the market. 
Would the exemption disappear where you have the cooperative owned 
by the farmers? 

Mr. Freas. There is a specific provision in section 203 (b), clause 
(5), exempting motor vehicles controlled and operated by a coopera- 
tive association as defined in the Agricultural Marketing Act, ap- 
proved June 1929, as amended, or by a federation of such cooperative 
associations if such federation possesses no greater powers or purposes 
than cooperative associations so defined. 

There is no suggestion to make any change in that whatsoever. 
The change is only in clause (6), 
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Mr. Younaer. I think the difficulty that will arise will be in trying 
to reach a definition of what constitutes processing, because under 
the new merchandising processes carrots, for instance, that used to be 
in a bunch just out in the open are now marketed almost exclusively 
in cellophane bags, but it is the same carrot, and I think in many in- 
stances that preparation is on the farm now, but in most instances 
where they have a large garden operation they do have their coopera- 
tive and they are sent to one central plant and are there packaged. 
I think that is true of the vegetable products in our own county in 
California, but, as you say, from the cooperative processing there to 
the market or to the freezing plant, that would still be exempt as long 
as the trucks were carrying only the product of the cooperative. Is 
that true? 

Mr. Freas. That is true so long as it hasn’t gone through a manu- 
facturing process. 

As I say, that is rather difficult to define in general terms without 
having all of the facts in a given situation. 

Mr. Youncer. And will probably lead to a lot of lawsuits. 

Mr. Freas. I presume it 1s something that would undoubtedly lead 
to some litigation, but something that I think could probably be re- 
solved without a lot of repetitive legislation. 

Mr. Youncer. I notice they have evidently had quite a bit of litiga- 
tion on the section that is there now. 

Mr. Freas. That is right. 

Mr. Youncer. When you try to close it in a little tighter you prob- 
ably generate more lawsuits. 

Mr. Freas. The main point here is that when we get to the point 
where the grower or the farmer loses possession and control, there 
is no longer any question. The area in which there could be any 
question is limited to the first movement. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Rogers. Mr. Macdonald, the gentleman from Massachusetts. 

Mr. Macponap. No questions. 

Mr. Rogers. I think Mr. Hale has a question. 

Mr. Hater. I was reading this appendix on the final page of your 
statement. I suppose the distinction between the exempt and non- 
exempt is supposed to be on the basis of processing, changing the 
nature and character of the goods; is it not ? 

Mr. Freas. Yes. 

Mr. Hate. I confess it surprises me to see that feathers are re- 
garded as an agricultural commodity. 

Mr. Freas. There are quite a few in there that have surprised 
us, too; and the court, as I pointed out, has been divided, and I think 
that points up the need for some change in the statute. 

Mr. Hare. A pillow would not be an agricultural commodity; 
would it? 

Mr. Freas. I take it that is only the feathers before they are made 
into pillows. 

Mr. Hate. In the next-to-the-last line at the bottom is a word that 
is not in my vocabulary, after “seeds.” What does that mean? 

Mr. Freas. Deawned, I think, refers to a process of taking off the 
outside shell or hull. 

I am not quite positive of that, but that is my impression of it. 
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Mr. Hatz. Have you the text of the present law before you? 

Mr. Freas. Yes, I do. 

Mr. Harz. Would you just read the first sentence of section (6) 
in the present law ? 

Mr. Freas. That isclause (6) under 203 (b) ? 

IT am not sure that I understood you correctly. 

Mr. Hate. I want you to read from the present law the language 
which corresponds to the first sentence in this bill. 

Mr. Freas (reading) : 

* * * or (6) motor vehicles used in carrying property consisting of ordinary 
livestock, fish (including shellfish), or agricultural commodities not including 
manufactured products thereof), if such motor vehicles are not used in carry- 
ing any other property, or passengers, for compensation; * * *. 

Mr. Hate. Then just about all this bill does is to limit the exemp- 
tion to cases where the transportation is from the point of produc- 
tion to the point of sale. Is that correct? 

Mr. Freas. It would make clear that the exemption does not apply 
in any circumstance, regardless of the commodity, after the com- 
modity has passed the point where the grower or farmer loses actual 
possession and control. 

Mr. Hate. And at the present time how long does the exemption 
last under the existing law ? 

Mr. Freas. Under the existing law, it would last until it got to 
its destination regardless of who had control of it; so long as it was 
one of the commodities enumerated, such as ordinary livestock or 
agricultural commodities, not including manufactured products. 

Mr. Hare. Under the existing law, does the exemption apply even 
when title passes through several different people ? 

Mr. Freas. Yes; it does. In other words, the purpose here, as I 
say, is to limit it so that it would inure to the benefit of the grower 
only so long as he has control and possession of the commodity. 

Mr. Hate. It seems to me that that is a very reasonable change. 

Mr. Roeers. Is that all you have, Mr. Hale? 

Mr. Hate. Yes, sir. 

Mr. Rocers. Mr. Freas, just 1 or 2 questions. Am I correct in this: 
I have the Interstate Commerce Act here. Now, specifically, what 
changes does H. R. 5823 make in section 203 (b) (6) of the act? 

Mr. Freas. The first change is the addition of “live poultry” after 
“ordinary livestock.” 

Mr. Rocrrs. Then you have added frozen foods. 

Mr. Freas. That is right. 

Mr. Rocers. Let me ask you this while we are on that point: Is 
it your feeling, Mr. Freas, that, when the act was originally passed, 
the Congress probably was using the term “manufactured” synony- 
mously with “processed” ? 

Mr. Freas. Yes. 

Mr. Rocers. And the Supreme Court has refused, actually, to 
judge that similarity or that intention of Congress. Is that correct? 

Mr. Freas. That is my understanding; yes, sir. 

Mr. Rocers. Of course, the important language in this bill reads 
as follows: 


from the point of production to a point where such commodities first pass out 
of the actual possession and control of the producer. 


That is the crux of the whole thing. 
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Mr. Freas. That is the key to the whole thing—in order to keep 
it within the bounds of what we understood was originally intended. 

Mr. Rogers. There is one thing that disturbs me, in view of the 
strained construction that the Supreme Court has put on many of 
the acts of Congress, and that is what the Supreme Court might do 
with the language “actual possession and control of the producer.” 

Had you given any thought to the fact that the language might 
be better if it were more specific, because if the Supreme Court says 
that if the farmer sells his merchandise and does not collect the 
money from it unless there is a completed or an executed contract, 
he controls that product until it reaches a manufactured or a proc- 
essed state, and, therefore, the property could be exempt. 

Mr. Freas. It seems to me that actual possession and control are 
strictly matters of fact, and I don’t think the resolving of them should 
result in very much litigation. I can appreciate that there might be, 
but I cannot think of any other language that would be likely to re- 
sult in less litigation. 

Mr. Rocers. As I understand it, your complaint in this whole mat- 
ter has to do with people that are abusing the exemption that was 
intended by the Congress in the first place; that it was intended for 
the farmer or the producer of the agricultural product and not for 
a broker or some third, fourth, or fifth man down the line. 

My thinking is simply this; that, if these commercial enterprises 
who now enjoy that exemption conceive of some way to leave one- 
hundredth control in the hands of the farmer, it will end up in the 
Supreme Court and you will be nowhere with this bill. 

I am wondering whether it would not be better to specify and to 
nail down the language, because in the language used here the man not 
only has to lose actual possession of it, but he has to lose control, also. 
In other words, they are conjunctive, as I understand it. 

Mr. Freas. I certainly subscribe to the view that we ought to, as 
you say, nail it down as much as we can. But, right at the moment, 
I cannot think of any language that would be less likely to bring on 
litigation of that kind. We would certainly be for any that would 
bring about that result. 

Mr. Rocers. Let me ask you one other question, Mr. Freas. Suppose 
this bill should be adopted and carried out by the courts as you feel that 
the Congress originally intended. What would be the additional 
burden on the carrier of the products that are now exempt? 

Mr. Freas. I don’t see any. 

Mr. Rocers. You don’t see any additional burden? I mean a bur- 
den or responsibility or requirement. 

Mr. Freas. I see. You mean where a carrier now is operating as 
an exempt carrier, what would we impose on him as a result of this 
legislation ? 

Mr. Rogers. Yes. 

Mr. Freas. The carrier would have to file tariffs with the Com- 
mission setting out its rates and, of course, if it made changes in those 
rates, to conform to the regular rules. That means that it would have 
to give 30 days’ notice of that change. If there were any protests, 
the Commission or the Division or the Suspension Board would exer- 
cise its discretion as to whether or not the protests were meritorious 
enough to justify suspension. That would not likely come up in very 
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many instances, but it could in some, and then he would have to justify 
the adjustments. Otherwise, they would go in effect as filed. 

Also by removing this exemption, the carrier would be subject to the 
other provisions of the act, which would include the certificating pro- 
visions. That isthe obtaining of the necessary operating authority. 

Mr. Rocers. The reason I asked that question is I wanted those 
documented in the hearings by your testimony. Do you see, Mr. 
Freas, any substantial additional financial burden that would be im- 
posed upon these carriers if this act would be passed ? 

Mr. Freas. No; I donot. 

Mr. Rogers. That is, any substantial additional financial burden 
that would result in the increased price of these commodiites to the 
housewife. 

Mr. Freas. I do not. 

Mr. Rogers. I believe that is all. 

Are there any other questions? 

Mr. Youncer. Mr. Chairman. 

Mr. Rogers. Mr. Younger. 

Mr. Youncer. Would it not also include, Mr. Freas, the safety re- 
quirements which the carrier now does not have to comply with? 

Mr. Freas. The carrier would be subject to our safety regulations, 
but the point is that he is subject to them now. The only difference is 
that we have no record of a lot of these carriers, and we haven’t even 
been able to inform them of what they are, in some cases, whereas if 
he were regulated we would know who that carrier is. However, I 
don’t think that would be in the category of something that would in- 
crease his burden. Possibly, some of the safety requirements, when 
observed, would pay big dividends to the carrier, itself. 

Mr. Rocers. He is obligated to do that now. 

Mr. Freas. Yes. 

Mr. Youneer. If they can reach him. 

Mr. Rogers. Yes. That is right. That is a difficult thing. 

Thank you very much, Mr. Freas, for a very interesting presen- 
tation. 

Mr. Freas. Thank you. 

Mr. Rogers. The next witness we have listed is Mr. George A, Dice, 
Director of Special Services, Division of Agriculture Market Services, 
Department of Agriculture. 

Mr. Dice, if you will identify yourself, please, sir, for the record, 
we will allow you to proceed. 


STATEMENT OF GEORGE A. DICE, DIRECTOR, SPECIAL SERVICES, 
DIVISION OF AGRICULTURE MARKET SERVICES, DEPARTMENT 
OF AGRICULTURE 


Mr. Dice. Yes,sir. My name is George A. Dice, Director of Special 
Services, Division of Agriculture Market Services of the United States 
Department of Agriculture. 

Mr. Chairman, the Department is pleased to have this opportunity 
to present testimony with respect to H. R. 5823, a bill to amend clause 
(6) of section 203 (b) of the Interstate Commerce Act, as amended. 

The Department’s interest in this and other transportation mat- 
ters istwofold. First, we have a statutory obligation pursuant to sec- 
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tion 201 of the Agricultural Adjustment Act of 1938 and section 203 
(j) of the Agricultural Marketing Act of 1946 to interest ourselves in 
the transportation of agricultural commodities and farm supplies 
and to assist in improving transportation services and obtaining 
equitable and reasonable rates and services and adequate facilities for 
such commodities. 

Second, the Department of Agriculture and the agricultural com- 
munity are interested in transportation because it is a vital element in 
the agricultural marketing process. 

Under date of August 26, 1957, the Department submitted a report 
to the chairman of the Committee on Interstate and Foreign Com- 
merce, recommending that H. R. 5823 not be passed. We should like 
to elaborate on that report, explaining in some detail the reasons for 
opposition to this and other proposed legislation which would sub- 
stantially curtail the agricultural exemption. 

H. R. 5823 is predicated on the assumption that the interest of agri- 
cultural producers in the transportation of their commodities exists 
or is affected only so long as they retain title to the products, usually 
during the first movement from farm to market. We say “usually” 
because this is not always the case. In some instances title to the 
farmers’ products passes at the farm and they are in possession of 
another party during that first movement. 

However, if I may digress, Mr. Chairman, the cost of movement in 
that instance usually is reflected in the price received by the farmer. 
In other instances the farmer may retain title to his products during 
additional movements beyond that from the farm to the market. 

However, regardless of the point at which the farmer ceases to have 
possession and control of the goods he produces, he retains an interest, 
and a substantial one, throughout the marketing process until his 
products go into consumption. The Department conducts a wide 
variety of marketing research and marketing service programs aimed 
at strengthening and improving the marketing process, developing 
new uses and new outlets for agricultural commodities, minimizing 
marketing costs and otherwise improving marketing efficiency, all to 
the end of expanding outlets for farm products and increasing pro- 
ducer returns from the sale of those products. 

Proponents of H. R. 5823 and of other legislation designed to cur- 
tail the agricultural exemption argue that section 203 (b) (6) has 
been expanded by judicial interpretation beyond the point originally 
intended by the Congress. They frequently argue that the Congress 
intended merely to assist farmers in their marketing activities and 
that it was not the intent to assist processors or distributors in the 
marketing of processed commodities. 

We think the legislative history clearly indicates the intent of Con- 
gress to provide for exempt transportation of processed as well as raw 
agricultural commodities. We think, too, that Congress, recognizing 
the dynamic nature of agricultural marketing, the continuous quest 
for new markets and the development of new products, sought to pro- 
vide a flexible instrument which would meet agricultural marketing 
needs, not only at the time of passage of the legislation but in the years 
tocome. We believe section 203 (b) (6) as presently written and in- 
terpreted accomplishes this purpose and that the proposal embodied 
in H. R. 5823 would defeat such purpose. 
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If I may digress a moment, Mr. Chairman—and I don’t wish to 
belabor this question of congressional intent—at the time of the 
passage of the Motor Carrier Act it was passed in the Senate with 
the language “not including unprocessed products” or words to that 
effect, and during debate on the floor of the House it was brought out 
that it would be desirable to include in the exemption such commod- 
ities as ginned cotton and pasteurized milk, commodities which had 
undergone some degree of processing and which, when they are mar- 
keted, usually are marketed after the first movement from farm to 
market. The bill then was subsequently amended to use the term 
“not including manufactured products thereof.” Then in the course 
of the years that followed a number of efforts were made to amend 
203 (b) (6) in such manner as to curtail the scope of the exemption, 
and in each instance the Congress declined to take action to limit 
the exemption. 

This latter factor is a point on which the courts have placed some 
reliance in their interpretation of the intent of Congress. 

In reporting on H. R. 5823 the Department pointed out to the com- 
mittee that it recognized the desirability of conducting studies to ob- 
tain better information with respect to the relative volume, adequacy 
of equipment and service and cost of movement by exempt and regu- 
lated carriers. Such studies were instituted covering two major groups 
of commodities with respect to which considerable controversy has 
existed. These are fresh and frozen dressed poultry and frozen fruits 
and vegetables—commodities which have been declared by the courts 
in recent years to be exempt. 

These studies were undertaken last year. The field work in the 
poultry survey has been completed and a summary report has been 
issued. Copies of this report have been made available to the 
committee. 

Mr Chairman, I would be reluctant to burden the record with the 
entire poultry report, but, if I may, sir, I would like to refer to a few 
of the tables included in that report and have them included in the 
record as I proceed. 

Mr. Rogers. Mr. Dice, the entire report can be included in the 
file, 

Mr. Dice. That would be quite satisfactory. 

Mr. Rogers. Without objection, the report will be included in the 
file, and you may refer to such portions of it for your statement to 
be included in the record as you so desire. 

Mr. Dice. Thank you. 

The study covering frozen fruits and vegetables has not been com- 
pleted. However, partial results are available. We would like to 
dwell briefly on these two surveys because we believe they illustrate 
rather clearly the importance of the agricultural exemption to agri- 
cultural marketing, and therefore to the agricultural community. 

We would like, first, to present the highlights of the poultry survey. 

Fresh dressed poultry was declared to be exempt by a district court 
decision June 30, 1953, which was later affirmed by the United States 
Circuit Court of Appeals and the United States Supreme Court. On 
April 23, 1956, the United States Supreme Court affirmed a decision 
of the District Court of the Southern District of Texas, establishing 
the exempt status of frozen dressed poultry. 
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Through the survey conducted we sought to obtain information 
on transportation of these commodities before they became exempt 
and also during a period following the exemption. Therefore, in- 
formation on fresh dressed poultry was obtained for the calendar 
year 1952 and for the year beginning July 1, 1956. Information 
on frozen dressed poultry was obtained for the calendar year 1955 
and the year beginning July 1, 1956. 

Data were obtained from poultry processors and motor carriers. 
Since one of the objectives was to compare conditions existing prior 
to the exemption with those existing after the exemption, it was 
desirable to interview processors who were in operation and who 
had data on shipments during both periods. 

The sample, determined by the use of accepted procedures, was 
drawn so that it would be representative of the industry by size of 
establishment and areas of production. While the need for 1952 
records did impose a minor limitation upon the sampling procedure, 
which is explained in the survey report, it resulted in a good coverage 
of small, medium, and large firms, and a good representation of 
producing regions. 

A total of 158 poultry processors engaging in the interstate ship- 
ment of poultry were interviewed. Of these, 144 processors located 
in 87 States provided data sufficiently complete for analysis. In 
the 1956-57 period used in the study these processors shipped 1.4 
billion pounds of fresh and frozen dressed poultry. This equals 
about 41 percent of the 1956 volume for all commercial poultry 
processing plants. 

Since a listing of motor carrier operators was not available, the 
names of carriers interviewed were obtained from poultry processors. 
Sixty-seven of the seventy-two motor carriers ‘oamnveteal provided 
adequate data for inclusion in the study. These include 41 exempt 
carriers and 26 carriers holding operating authority from the Inter- 
state Commerce Commission. 

We recognize, of course, that all motor carriers were eligible to 
transport these commodities following the court decisions making 
them exempt from economic regulation by the Commission. For 
purposes of differentiation, however, we have used in the survey and 
used in this statement the term “regulated” carrier. In so doing we 
are referring to carriers who hold operating authority from the Com- 
mission to transport manufactured commodities, but who, in addition, 
haul some exempt commodities. 

We will not burden this testimony with detailed statistics with re- 
spect to the quantities moved by various types of carriers. However, 
we have attached two charts, marked “Attachment No. 1” and “At- 
tachment No. 2,” which clearly indicate the transportation pattern 
utilized by shippers interviewed during the survey, both prior to and 
following the exemption. 

If you will examine those two charts, Mr. Chairman, you will no- 
tice that in the case of the fresh dressed poultry there are no rail 
shipments included because they were so small as to be impossible 
to reflect on the chart, and in the case of frozen dressed poultry the 
rail shipments aggregated only 16 percent prior to the exemption and 
13 percent after. 

The other significant point is that the proportion of fresh dressed 
poultry moved by private transportation as well as the frozen dressed 
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poultry declined between the period prior to and the period following 
the exemption when the exempt motor carriers were available. 

The poultry processors interviewed during the survey were asked 
to state the advantages and disadvantages which they experienced in 
the utilization of regulated or exempt carriers in transporting their 
poultry to market. We will not repeat here the detailed reports of 
all processors on these questions, but would like to refer the members 
of the committee to the tables which appear on pages 47, 49, 51, and 
53 of the poultry survey report which has been made available. 

You will note that while different processors reacted differently on 
the basis of their experience in using regulated and exempt carriers, 
a substantial proportion called attention to the lower rates of the 
exempt carriers as well as the faster service, the willingness to serve 
out-of-the-way points and distant markets, and the willingness to 
serve off-line points. 

We call particular attention to these factors because they illustrate 
the manner in which exempt transportation has made possible the ex- 
pansion of markets and facilitated the marketing of this commodity. 

We should also like to call the attention of the committee to the 
table on page 62 which details the opinions expressed by the processors 
as to the effect which removal of the agricultural] exemption in the 
transportation of fresh and frozen poultry would have on their 
operations. 

The principal effects anticipated included an increase in the cost 
of transportation, the loss of more distant markets, a shortage of ade- 
quate trucking equipment, the loss of small out-of-the-way markets, 
and smaller returns to processors and producers. 

Rather significantly, 46 of the processors interviewed stated that 
they would return to private trucking or would increase existing pri- 
vate truck fleets if shipments of poultry again became subject to eco- 
nomic regulation. 

Comparisons were made between the truck rates charged by both 
regulated and exempt carriers during the 1956-57 period and those 
prevailing in 1952 on fresh poultry, and, in 1955, on frozen poultry. 

Rates in the 1956-57 period were approximately 33 percent below 
the 1952 level on fresh poultry and 36 percent below the 1955 level 
on frozen poultry. These averages are based on rate comparisons 
from 210 origins to 12 major markets. Rate comparisons are shown 
in greater detail in the survey report in the tables on pages 67 to 78, 
inclusive. 

The table on page 67 is the summary table. It will be noted that 
reductions ranging from one-half cent per pound occur rather fre- 
quently and that even greater reductions have been effected in 
numerous instances. 

Frozen fruits and vegetables were declared to be exempt commodi- 
ties under section 203 (b) (6) of the Interstate Commerce Act by a 
decision of a Federal district court on May 7, 1956. This decision 
was affirmed by the United States Supreme Court November 5, 1956. 

Although the fieldwork on the frozen fruit and vegetable survey 
has been completed it has not been possible to fully tabulate, analyze 
and assemble information with respect to all processors interviewed. 

I might say we rather expect that report to be issued sometime 
during June. However, data resulting from interviews with 78 of 
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the 107 processors in the sample have been tabulated and we can pre- 
sent partial information. The pattern of interstate shipments prior 
to and following the exemption is shown on the chart attached to this 
testimony and marked “Attachment No. 3.” ; 

You will note, Mr. Chairman, that the pattern is somewhat dif- 
ferent than in the case of poultry, with a much more substantial pro- 
portion being moved by rail in the case of the frozen fruits and 
vegetables. . 

These interstate shipments represent about 85 percent of total ship- 
ments by these processors in both years. 

It is worthy of note that the 55 million pounds shown on the chart 
as transported by exempt for-hire carriers in 1957, although only 8 
percent of total interstate shipments, represents shipments by 54 
different processors out of 78 interviewed, indicating that many proc- 
essors used other types of carriers, as well as exempt carriers, in 
meeting their total marketing requirements. 

As in the case of poultry processors, the frozen fruit and vegetable 
processors were also asked to indicate the advantages and disadvan- 
tages they saw in the utilization of exempt and regulated for-hire 
carriers. The responses varied by areas, influenced undoubtedly by 
varying availability of regulated and exempt carriers, by the nature 
of processors’ shipping operations and by experience in using the two 
types of carriers. 

The advantages and disadvantages reported by the processors are 
shown on tables Nos. 1 and 2 attached to this statement. Many of 
the same advantages reported by poultry processors in the use of 
exempt trucks appear in these tabulations. 

Also attached to this statement is a table, No. 3, showing the reports 
of the processors interviewed as to the effects which they would 
anticipate if the agricultural exemption were removed from truck 
shipments of frozen fruits and vegetables. A review of the 6 or 8 
most frequently reported effects shows quite clearly the impact which 
unavailability of exempt transportation would have on the marketing 
of these commodities. 

Rate comparisons have been made between 1955 and 1957 rail and 
truck rates applicable to frozen fruits and vegetables, and between 
rail and truck rates existing in 1957. For approximately 40 repre- 
sentative movements, including short, medium distance, and long 
hauls, truck rates were, on the average, 23 percent lower on July 1, 
1957, than on January 1, 1955. Rail rates averaged 11 percent higher 
between the 2 dates. 

On July 1, 1957, rail rates for the movements checked averaged 9 
percent higher than truck rates. It should be pointed out, however, 
that although truck rates are generally lower on short or intermediate 
movements, rail rates are lower on the long hauls. 

Although the survey with respect to transportation of frozen fruits 
and vegetables is not complete, and although there are some differ- 
ences disclosed in the patter of use of various types of carriers as 
compared with the findings in the poultry survey, both surveys reveal 
many of the same advantages experienced by processors in the utiliza- 
tion of exempt motor carriers. 

The service advantages disclosed are quite pertinent, perhaps even 
more so than the rate advantages which have resulted from the ex- 
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emption. Although the experiences of different processors in dif- 
ferent localities vary, it is significant that many have found that 
exempt carriers are more willing than regulated carries to haul LTL 
shipments, to serve out-of-the-way markets, to serve distant markets, 
and to make multiple pickups and stopoffs. 

We have, of course, surveyed the transportation of only two major 
groups of commodities presently exempt from economic regulation 
under section 203 (b) (6) of the Interstate Commerce Act. There 
is no information available which would indicate that the advantages 
which accrue to agriculture in the case of the two commodities sur- 
veyed do not also exist in the transportation of other exempt 
commodities. 

Opponents of the agricultural exemption argue that benefits of the 
type reflected in the poultry survey and the partial survey on frozen 
fruits and vegetables, discussed above, are benefits which accrue to 
processors and not to producers. These arguments are unfounded. 

Although the effect on producers is more direct and more easily 
identified in those instances where they pay the freight bills, there 
can be no question but that efficiencies and economies which are in- 
jected into the marketing process at any point affect producers. The 

roadening of the market for agricultural products, including proc- 
essed products, to which the exemption unquestionably contributes, 
cannot help but benefit producers, not only by providing an outlet 
for a greater volume of commodities but by strengthening the prices 
roducers receive for such commodities. 

We will not attempt to prove that a transportation saving which 
accrues to a processor through the use of one form of transportation 
rather than another is automatically reflected in an increase in the 
producer price by an equivalent amount. Too many factors enter into 
the marketing picture to permit such a precise conclusion. However, 
it is certainly true that any reduction in marketing costs will bene- 
fit either the producer or the consumer, or both, particularly when 
supplies of a commodity are plentiful and the market is highly 
competitive. 

It is also significant that a great many commodities, including proc- 
essed commodities, covered by the agricultural exemption are mar- 
keted by farmer cooperatives. Any benefits which accrue to the coop- 
erative itself accrue to the farmer members of that cooperative. 
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One manager of a large poultry marketing cooperative interviewed 
in the course of the poultry survey, previously discussed, estimated 
that producer members would lose from a tenth to one-half cent a 
pound if the exemption were removed. 

It was pointed out earlier that on the average the transportation 
rates under the exemption are approximately one-third less than when 
transportation of the product was subject to regulation. 

It is estimated that about 350 million pounds of fresh and frozen 
poultry are marketed annually by the cooperatives. Apart from the 
restrictions which elimination or curtailment of the exemption would 
impose on marketing, it is obvious that the increased cost of trans- 
portation of this quantity of product would be substantial and that 
this increase would be reflected directly in lower returns to producer- 
members of the cooperative organizations, 

We are not suggesting that the transportation needs of agriculture 
can be met only by exempt motor carriers, but some of them can, and 
some can be met best by such carriers. However, virtually every com- 
modity now exempt under section 203 ( (b) (6) is transported to some 
extent by rail, by regulated motor carrier and by exempt motor car- 
rier. Some are also transported by water carriers and by air. There 
can be no question but that carriers of all types will continue to be 
important in agricultural marketing, and all of them, including exempt 
carriers, should continue to be available to meet agricultural needs. 

Enactment of H. R. 5823 would deprive agriculture of an important 
mode of transportation, and, incidentally, would put thousands of 
independent truckers out of business. We cannot see any benefits 
which could possibly accrue from enactment of this bill which could 
justify the injury toagriculture. Asa matter of fact, we think it quite 
likely that a substantial part of the now exempt traffic which would 
become nonexempt would ultimately be transported by shippers in 
their own vehicles, and would not benefit the common carriers to any 
significant extent. 

‘In view of the foregoing, we strongly recommend that H. R. 5823 
not be enacted and that section 203 (b) (6) of the Interstate Commerce 
Act remain unchanged. 
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TABLE 1.—Advantages and disadvantages of shipping frozen fruits and vegetables 
by TOpEaOR motor carrier as reported by processors, 1957 


Ooh 


a 


Is 


. Less managerial labor 





Advantages reported 


. Trucks readily available__.....- 
. Greater reliability. 


Better trucking equipment... 


riers... 


. Greater financial responsibil ity.. 
}. Better delivery service 
. Know how to handle and protect 


frozen fruits and vegetables |. 
Ability to trace or divert ship- 
ments en route 
Will haul 
backhaul......-- 


. Drivers more coo pers itive _. 
. No union unloading problems at 


markets 


. Rates more stable. 
. Reasonable rates. 
. Can haul larger shipments and 


give more frequent service__-.- 


Total processors reporting any 
EVERIO oc ecstencconsuce a 


LTL shipments on | 


| | 
Number of | 
times advan- | 
tage was } 
| reported by | 
| processors of | 
| frozen fruits | 
| and 
| vegetables 


’ Easier to contact regulated car- | 


10 
9 
9 


1, 


we Go bo 


Disadvantages reported 


Unwillingness to haul LTL 
shipments. . 


Trucks not res udily available_. 


. Rates too high... 
. Unwillingness to serve off-line 


points. 


5. Restrictions on number of pick- 


ups and stopoffs_- 


5. Failure to meet scheduled pick- 


up or delivery hours. 
Lack of flexibility in pickup at 
processing plants. 


Slowness in claim adjustments... 
. Drivers don’t give proper atten- 


tion to perishable nature of 
pr duet 


- No attempt by carriers to spe- 


ci ali e in hauling frozen fruits 
and vegetables -- 


. Slower delivery service through 


interlining- 


Inadequate trucking equipment- 
. Poor service due to use of too 


much leased equipment 


. Regulated carrier agents in the 


East fairly often quote rates 
that regulated carriers in the 
West won’t honor. -_--.--- 
Total processors reporting any 
disadvantages. .......... 


Number of 
times disad- 
vantage was 
reported by 
processors of 
frozen fruits 

and 
vegetables 


17 
13 
ll 





no wom 


no bo 


— 


4l 
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TABLE 2.—Advantages and disadvantages of shipping frozen fruits and vegetables 


by exempt motor carrier as reported by processors, 1957 








como nO ao ff 8 NE 


—_— = 
— 


12. 
13. 


14, 


15. 
16. 


17. 
18. 


. More stopoffs permitted 
. Greater concern for shippers’ prob- 


Advantages reported 


. Lower rates. 
‘ ee to haul LTL “ship- 


| Availablity of trucking equip- 


ment 


. Better care of product while in 


DT A. 3 cnashenkaaebenaeninent 


. Willingness to serve out-of-the- 


way markets. . 


Bai dtc cote 


5. 
. Direct service to markets_......... 
. More personal service to proc- 


essor and customer.-.-_........... 


. Their presence has produced bet- 


yi — by the regulated car- 
Adjust claims quicker 
More —_ ol over carrier and 
equipm 
Gower Mlosibili¢y in pickup at 
processing plant 
Easier t> combine shipments 
Prompt pickup and delivery on 
tl ices ilactetlabiininnc titans 
Greater reliability of the drivers. 
Better trucking equipment._.....- 


Total reporting any advantages. 


Number of 
times advan- 
tage was 
reported by 
processors of 
frozen fruits 
and 
vegetables 


18 
13 


ll 
10 


~~ Aan Oo 


Nww wo SO Se 


— 
-_ 


Cor & Ne 


Disadvantages reported 


. Trucks not readily available. __- 
. Require more investigation be- 


fore using 


. Quality of equipment not always 


satisfact ry 
Less financial responsibility - --_- 


. Less dependability - ce 
. Drivers don’t know how to take 


care of frozen fruits and vege- 
tables while in transit-- ._. 


. Failure to operate on exact 


Si cntad ted on 


. No means of contacting them 


when needed 


. Difficulty of — carrier en 


10. 
ll. 


rou 

SS en 

Problem in getting unloaded at 
some markets because of union 
difficulties 


Total reporting any disadvan- 
es ee 


Number of 
times disad- 
vantage was 
reported by 
processors of 
frozen fruits 

and 
vegetables 


12 
10 


10 
4 
4 
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Taste 3.—Eagpected effects if the agricultural exemption were removed from 
truck shipments of frozen fruits and vegetables, as reported by processors, 1957 





Number of 
times effect 


Effects reported by processors 








RG Gn Sie i. inna dk nauiowiednncdbannekedanpmunadiguncdiaaeiinnammanted 21 
Go gg a ee 16 
OE ee ONO gg nec nierenccsnccsnnssacstasntitbnnena el 12 
Shortage of adequate trucking equipment... 2... nee cc cc ccc ncn cccesccccuccecs ll 
Tas is TIO III ier apsnescisnsenssenciepctes ckininientemenioeniiiabitinenin ea ehaiaeaite Nee 10 
Sy OE NY EEe ONE IO ONO asain ns pecs nenvscnencmavnnddtcmeisndbdbubenbahdisgiall 
Unable to ship LTL shipments economically. ...........................-.--.---------- 
. Would restrict planned expansion of market area............-..-------.-.--....-....... 
RE a ES I TR 
: Sn (ocean OC GMGNNEINOR.... « .... ..ci cise dndansind oliadibilic dude dchedinvuddeian obichibdets wate 
TPIS Te ce ee ee 
Adversely, because processor not located on major truck route............-......-.--... 
13. Would require more regional storage, and thus run up capital outlays or operating 
INE he icin cing anttcitipwn:wiksharniniipconatsntitlentintaniontndaandecndataiaab tines maiediiianas 
14. Would be unable to consolidate shipments_.................--..---..--- 
a ee ee ee 
16. Stabilized rates would help in quoting on a delivered basis 
eg et , ee eee eee ee 
18. Would —_ the small processors at the mercy of the large distributors and buyers-_.--.-. 
19. Would have to go back entirely to rail shipments...................-..---...---.---.--- 
9. Would force into private trucking business. ..........................................-- 
Tak SEOUINO POTUOIINL SUP VICS 00 GRRUOTIOID.. «.... 5. cececnncdndcbncnncssbunsasecbadadioeagiousss 
ED QUROCTLIND GUE SROGUIIOTO. 25 an csacci cneccccensesnctantancesascdsencseeenakd 
SE TIEEEE MIDI o5xcnn moscrkdige ones 4iomareeaerm swansea pummiaieieapenee augitmaneaaee 
Would increase prices to buyers in small markets................-....----.-.-.----.--.- 
. Buyers with own trucks would have an advantage over buyers without trucking equip- 
tind danens<dnces cnnqebensnaegsepedetsauaaabanessoeduncinbeaamanana aaa 
. Large processors who own and operate their own trucks would have an advantage over 
processors who do not own trucking equipment._...............-----..---.----.--...- 
Would make it easier for regulated carriers to provide adequate trucking equipment... 
Would make it easier for the processor’s traffic department. -_..................-...-.-.- 
. Would make it pa for the processor to compete on a production basis rather than on 
OU GIIINUN HE a cuisine etiind dhoccdnnnunednddnctieetindtanagaiddanemmeiammeeaa 


a 
SOON SORE poM 


ee 
n= 
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111 processors stated that they expected little or no effect, because: (1) they sell f. 0. b. entirely; or (2) ship 
- i or regulated carriers only; 2 processors reported that they didn’t know how they would be 
ected. 


TasLe 27.—Advantages of shipping fresh and frozen poultry by regulated motor 
carriers as reported by poultry processors, July 1, 1956—June 30, 1957 


Total num- 

ber of times | Number of | Number of 
advantage | times advan-| times advan- 

was reported | tage was re- | tage was re- 





Advantages reported by processors} ported by ported by 
of fresh and | processors of | processors of 
processors of | fresh poultry frozen 

frozen poultry 
poultry 
ee oi Le pehiaguiideantotbddhinahiooda 8 4 4 
2. Financial responsibility se ds inideashmsaansiond esmteneeaeerreneimenanieaeiel | 5 2 3 
i et OEE DEO. cn dionunccunsncacncusnsescocesoedas 4 3 1 
4. More reliable__._.__. Spumsawety aie naman | 4 1 3 
5. Better trucking equipment.. ss sudird> Goes Sksh Shon osama seein iiaieds sila daabsaeaiaae 4 1 3 
iy “REED PURGE QUOD idiccc ceric ndndncccsnancsuecccuoetn 3 2 1 
a osiciasisligcinmaiguhinatehirmpmmnieewed 2 1 1 
8, Fewer loss or damage claims... _.__----- wannene-nennennnne| 2 j.------------- 2 
| 
8 


Total processors reporting any advantages... _.....-.--- | 20 | 12 
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TABLE 28.—Disadvantages of shipping fresh and frozen poultry by regulated 


motor carriers, as reported by poultry processors, July 1, 1956-June 30, 1957 





Disadvantages reported 





OHIO AM POW 


. Trucks not readily available 


. Unwillingness to serve distant markets 


. Reluctance to haul wet cargo 
. Inadequate stopoff privileges 
. Failure to give proper attention to perishable nature of 


. Lack of flexibility in pickup at ‘processing pk ant. 
. Unw illingness to haul small lots. 


i) ee 
Unwillingness to serve offline points 
Slowness of delivery service 


Failure to meet scheduled delivery hours__.............--- 


product. 


. Slowness in claim adjustments. - --- 


; Quality of trucking equipment not alw ay $ Si atisfactory - - -- 
. Fixed rates 
. Frequent shifting of drivers 
. Excessive charges for extra stops_- ee 
. Unwillingness to divert loads to other markets- 

. Lack of personal service to customers_ 


Total processors reporting any disadvantages 


of times 
disadvantage 
was reported | 
| by processors 


| 


processors of 





40 
30 
30 
18 
15 


T9710 





KNW OL ROOD 


85 


Total number 


of fresh and | 


frozen poultry | 





| Number of 
times dis- 

| advantage 
was reported | 
by processors | 
of fresh 
poultry 

| 











Number of 
times dis- 
advantage 
was reported 
| by processors 
of frozen 
poultry 


— 
ono 


ors3 0 





TasLE 29.—Advantages of shipping fresh and frozen poultry by exempt motor 
carriers as reported by poultry processors, July 1, 1956-June 30, 1957 








Advantages reported 





Rp iaiet is cs Jad 8c cs te. cei dts wend css 
2. Faster service -- beSiatib stella: wiapaniiaiaimtaaaliaiiiatanadeistal 
3. Availability of trucking equipment. ac aaa met atennamn pesmi eee 
4. Willingness to serve out-of-way points........--.- itencwees 
5. Willingness to serve distant re 
ee icnennaetnioabente 
7. Willingness to serve markets without backhaul prospects - ‘ 
8. More stopoffs permitted__...-_- cinch 
9. Willingness to adapt service to” processor “and customer 
a a ci emnsein 
10. Deliveries arrive at market at ‘designated Ge iinetiencnces 
ee Oe he dn cecnanioothowas 


; Better care of product while in transit... _- 


. Cooperative attitude of the drivers 
. Willingness to haul in small lots......................--- ? 
. More personal service to customers.._...........---.----- 
. Easier to settle claims-__--_-_- 
. Personal acquaintance with the owner 
. More control over carrier and equipment 

. Can negotiate directly with the management 
. Having the same drivers haul the product 


treater flexibility in pickup at processing plant eigenen 


Total processors reporting any advantages_.........-.---| 








Total num- 
ber of times 
advantage 
was reported 
by processors 
of fresh and 
processors of 
frozen 
poultry 
36 
29 
29 
29 
19 
16 
15 
13 
13 
12 | 
6 
5 
5 
4 
4 
4 
3 
2 
2 
2 
82 


Number of 
times advan- | 
tage was re- | 
ported by 
processors of | 
fresh poultry | 


Number of 
times advan- 
tage was re- 
ported by 
processors of 
frozen 
poultry 
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n 
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Tas_E 30.—Disadvantages of shipping fresh and frozen poultry by exempt motor 


—_— ——— —_ eee a 


“I om Ot 


oon 


. Less financial responsibility__-___- 
. Quality of equipment not always s 


. Require greater degree of supervision. 
. More recordkeeping because of dealing with a larger num- 


. More delay in getting trucking equipment back in service 
. Unstable rates 


. Less varied equipment. .__- 
. Difficulty in locating carrier e n route so as to divert load____| 


carriers, a 
July 1, 1956—June 30, 1957 


| 


Disadvantages reported 


Less reliable. 


satisfactory...-.. Fe ei 
Trucks not readily available . | 


ber of carriers... .- 


in event of a breakdown... 





Total processors reporting and disadvantages. ........-- | 


| 
| 


Total number] 


of times 


disadvantage | 


was reported 
by processors 
of fresh and 


| processors of 
|frozen poultry 


| 
Number of 
times dis- 
advantage 
was reported 
by processors 
of fresh 
poultry 





6 
5 
3 


s reported by commercial processors of fresh and frozen poultry, 


Number of 
times dis- 
advantage 
was reported 
by processors 
of frozen 
poultry 





Taste 36.—EHaepected effects if the agricultural exemption were removed from 
truck shipments of fresh and frozen poultry, as reported by commercial poul- 


tt pst et 
SY RK SOSONAQNewSN 


— 
_~ 


15. 


— 
ND 


— 
oo 


. Increase the cost of transportation... __-- 
. Loss of more distant markets_. 
. Return to private trucking. -___- 
. Shortage of adequate trucking equipment 


. Slower delivery service. 
. Force the smaller commercial processors out of business-__| 
. Increase private truck fleet__._- 
. Local processors would benefit t through lessening of com- 


. Increase prices to consumers... 
. Seriously injure business because proce ssor not located on 


=a 
. Loss of personalized service to custome r_ : ‘ 
| 


. Seriously hamper flexibility of operation. _._- 
. Partial return to rail shipments because an ate truc king 


try processors, July 1, 1956—J une 30, 1957 





Effects reported 








Loss of small out-of-way markets__- 
Smaller returns to processors. .----- 
Smaller returns to producers. deat 


petition from other areas. dblidigeertcem 





major truck route- 


Unable to ship less than truckload economically 





equipment not always available-- 


. Less efficiency in marketing | 


Total number 











of times effect} Number of | Number of 
was reported | times effect | times effect | 
by processors | was reported | was reported 
| of fresh and | by processors | by processors 

processors of of fresh of frozen 
frozen poultry poultry 
poultry 
94 55 39 
46 26 20 
35 23 12 
30 18 12 
21 10 ll 
19 ll 7 
14 2 12 
14 10 4 
13 | 3 10 
ll 9 2 
1l 5 6 
10 7 3 
7 1 6 
4 | 3 1 
4 © lcaicaniouae 
3 | 2 1 
i 

SD Rd cktedddictnd 3 
2 | DF hcceatcdecgstcle 
115 | 69 46 
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TABLE 37.—Average truck rates per 100 pounds on shipments of fresh and frozen 
processed poultry at 12 major markets, 1952, 1955, 1956-57 * 


Difference Difference 
19522 | 1955% |1956-57 4/1956-57 over 1952|1956-57 over 1955 
City (cents) | (cents) | (cents) |_. 

Cents | Percent} Cents | Percent 

adil we ouigmabak baka 227 267 176 —651 —22 —91 —34 
I ..1n <n dass boedndvnmeaabatbamebas 220 228 162 —58 —22 —66 —29 
Ns vwnnndwikneintidesckinaeuanwenes 225 230 157 —68 —30 —73 —32 
i ceeinilne a is sa deine Snead lasib 191 202 134 —57 —30 —68 —34 
en ea cee panne 167 169 116 -5l —3l —53 —3l 
ae 5 TRE IE: T TEESE RAN, “SE 128 134 113 —15 —12 —21 —16 
et Miianensouankts 140 142 110 —30 —22 —32 —23 
dl 176 181 124 —A2 —30 —57 —3l 
SR cancptbanen inn Tela Adkanwtwaaed 145 138 104 —4i1 —28 —34 —25 
ee ee ak 206 203 138 —68 —33 —65 —32 
og Se eae Bil iclsils teieg siecle 432 503 205 —227 —53 —298 —59 
PID, 2h ne nina ncohuadineenesennssmens 541 588 243 | —298 —55 | —345 —659 




















Averages and differences of averages... 222 223 148 —74 —33 —85 —36 








1! Unweighted averages of point-to-point rates from origin States shown in tables 38 to 49. The same 
points are used for each year to insure comparability. 

2 Published motor carrier tariff rates in effect on fresh poultry prior to the court decisions. 

3 Published motor carrier tariff rates in effect. on frozen poultry prior to the court decisions. 

4 Motor carrier rates on fresh and frozen poultry in effect since the court decisions. Includes rates from 
both the regulated carriers (hauling an exempt commodity) and the exempt motor carriers. In a very 
few cases there were different rates on fresh and frozen poultry between the same points in 1956-57. In 
such cases the rates on fresh and frozen poultry were averaged. 


Mr. Dice. I would like to elaborate slightly on that recommendation, 
Mr. Chairman. 

We are well aware, of course, of the concern which exists over the 
possible further substantial broadening of this exemption. Frankly, 
we don’t have reason to anticipate further broadening, and certainly 
we have not sought it and will not seek further broadening of it. 

We do feel that the door should remain open to inclusion in the 
exemption of any products, particularly new products which fall 
within the exemption as presently interpreted. But we would not 
object to action which would have the effect of preventing the further 
substantial broadening of the exemption beyond the scope as presently 
interpreted. 

That concludes my statement, Mr. Chairman. 

Mr. Rogers. Thank you for a very interesting statement, Mr. Dice. 

As I understand it, you want these tables that are attached to your 
statement included in the record as a part of your statement. 

Mr. Dice. I would like that, sir. 

Mr. Rocers. With respect to the tables to which you referred in your 
statement, that is the tables in the other document which was filed with 

each member and which was made a part of the file, which I believe it 
is market research report No. 204, do you desire that those be included 
in the record ? 

Mr. Dice. I will defer to you, Mr. Chairman, on that matter. 

If they are readily available by reference and included in your file, 
that will be satisfactory. My only desire is that they be readily avail- 
able because we believe the tell a rather significant story. 

Mr. Rogers. Are the tables to which you refer voluminous? 

Mr. Dice. I believe there would be six tables in total if you include 
only the summary table on page 67 referring to rate comparisons. 
There were 5 other tables referred to, and those 5 plus the 1 on page 67. 
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Mr. Rocers. You referred then to six tables in your statement that 
are not attached to your statement ? 

Mr. Dice. That is right, sir. 

Mr. Rogers. Without objection, those six tables will be included as 
a part of the record to follow the statement of Mr. Dice. 

Mr. Fiynt. Mr. Chairman. 

Mr. Rogers. Mr. Flynt. 

Mr. Fiynt. Mr. Dice, do those include tables on 47, 49, 51, and 53? 

Mr. Dice. That is right, sir. 

Mr. Fiynt. Together with one on 67. 

Mr. Dice. And one on 62. 

Mr. Fiynt. And one on 62. 

Mr. Dice. Yes. 

Mr. Fiynrt. I just wanted to clear that up. Thank you, Mr. 
Chairman. 

Mr. Rocers. The Chair recognizes the gentleman from Maryland, 
Mr. Friedel. 

Mr. Friepev. No questions. 

Mr. Rogers. The gentleman from Minnesota, Mr. O’Hara. 

Mr. O’Hara. Mr. Dice, I have been busy attending another subcom- 
mittee of this committee, and I just got in on the latter part of your 

statement. 

Of course, the people that I have heard from in connection with 
this bill in my part of the country are particularly the egg people. 

You recognize that the problem of transportation of eggs is a 
problem which is very peculiar to eggs, I think more so than any other 
product that I know of. Is that your view of it? 

I am speaking of the problem the processor has of gathering up 
the eggs. 

Mr. Dice. Are you referring to processed eggs or shell eggs ? 

Mr. O’Hara. I am speaking of shell eggs. There is some question 
if this bill passes whether they would still be exempt or not. I do 
not know what the situation is. I know it is one which causes the 
egg people out home a great deal of concern. 

Mr. Dice. As I would interpret the provisions of H. R. 5823, shell 
eggs would be exempt in the first movement from the farm ‘to an 
assembly point or market while they remained in the possession of the 
producer, and thereafter they could not move via an exempt vehicle. 

Mr. Youncer. Will the gentleman yield? 

Mr. O’Hara. Yes, certainly. 

Mr. Youncer. Then your statement is not true if they move through 
n cooperative. Isthat not right? They are still exempt if they move 
through a cooperative ? 

Mr. Dicer. I think that would depend on whether the producer’s 
title to them actually passed when they were delivered to the cooper- 
ative, 

Mr. Youncer. We had that statement rather definite from Mr. 
Freas. You heard him. 

Mr. Rocrrs. Would the gentleman yield? 

Mr. Younger. Yes. 

Mr. Rogers. I think it depends upon whether or not they are co- 
operative vehicles, does it not? 
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Mr. Dice. The movement from the cooperative on and a vehicle 
owned by the cooperative is exempt under a different clause in section 
203 (b). 

Mr. YounceEr. Section 5. 

Mr. Dice. That is right. However, the movement of the shell eggs 
beyond the cooperative in an exempt for-hire vehicle would be ques- 
tionable under the language of this bill, I believe. 

Mr. Youncer. That is all. 

Mr. O’Hara. There is that concern, I know, expressed by some of 
my people in my own district. Of course, there has been a complaint 
about the effects of some of the Supreme Court decisions classifying 
as exempt such things as coffee beans, as I understand it, and other 
items. 

Do you particularly come to the defense of the Supreme Court in 
those decisions ? 

Mr. Dice. No, sir. We hold no brief for exemption of imported 
commodities. 

I am not in a position to give very precise data on the volume of 
coffee which might move by exempt carrier, although I do understand 
that a rather substantial proportion of the total green coffee received 
in this country is roasted at plants relatively close to the ports, and 
that the subsequent movement would be largely of roasted coffee which 
is not exempt. 

As a more direct answer to your question, we hold no brief for the 
imported agricultural commodities. 

Mr. O’Hara. That is all, Mr. Chairman. 

Mr. Rogers. The gentleman from Georgia, Mr. Flynt. 

Mr. Fiynt. Thank you, Mr. Chairman. 

Mr. Dice, I want to take this opportunity to thank you for the 
presentation that you have made here today. I think it is clear, I 
think it is concise, and I think that you have done not only the 
Department which you represent but also the members of this com- 
mittee a distinct service in bringing this information to us. 

Mr. Dice. Thank you, sir. 

Mr. Fiynt. I am sure if you were here for the questions that I 
asked the Chairman of the Interstate Commerce Commission that 
you gathered from the tone of those questions that I was in full ac- 
cord with the ideas which you presented here. 

Mr. Dice. Yes, sir. 

Mr. Frynt. While I certainly am, I want to say that my com- 

liment to you and your statement is in no way affected or influenced 
oe the fact that we are in accord. 

I think that on page 9 of your statement you have the basic under- 
lying principle of the reason for this agricultural exemption when, 
about the lower part of the second paragraph on page 9, you said 
this: 


The broadening of the market for agricultural products, including processed 
products, to which the exemption unquestionably contributes, cannot help but 
benefit producers, not only by providing an outlet for a greater volume of com- 
modities but by strengthening the prices producers receive for such commodities. 

I think that in that connection, Mr. Dice, that exemption was in- 
cluded in an effort to strengthen the agricultural segment of the 
national economy. 
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I am inclined to believe, although, of course, I was not a Member of 
Congress at the time, that the act, of which this exemption section is 
a part, might not have been enacted without its inclusion. 

I think it is vital not only to certain processors who naturally 
receive great benefit from this, I think it is also necessary to the 
broadening of agricultural marketing. 

I think your statement has clearly brought out that there are areas 
as well as points which are presently served and served with relative 
economy which would not otherwise be served, indeed could not be 
served if this exemption were removed. 

I want now to come to the point of where the line of demarcation 
should be, and I will go back to the very same examples which I used 
when I was asking questions of the Chairman of the Interstate Com- 
merce Commission. 

Do you agree with me that as long as the form of the product is 
not substanti: ully or materially changed it should still be considered 
an agricultural commodity and that the exemption should apply ? 

Mr. Dice. Yes, sir; we agree with that. 

Mr. Fiynv. In the case of poultry do you agree with my stated 
position on it, that as long as nothing is done to the poultry except 
to defeather it and to go through the process of the evisceration, 
which, of course, includes the removal of the head and the feet, it 
still remains, within the intent of Congress when this section was 
enacted, an agricultural commodity ? 

Mr. Dicer. We believe that should properly be an agricultural 
commodity. 

Mr. Fiynvr. Do you believe that if this exemption is removed as 
contemplated by the language of the bill, H. R. 5823, the agricul- 
tural segment of our national economy would suffer and suffer 
substantially ? ¢ 

Mr. Dice. We believe so, sir. 

I have heard a great many processors refer at one time or another 
to the problems of mar keting their produc ts, and we think it is rather 
clear that the marketing of those products is substantially enhanced 
by the availability of these exempt carriers who can move from any 
origin to any destination at any time. And it isn’t always possible 
to find a regulated carrier who can move from any origin to any 
destination. 

Mr. Fiynr. I would like to refer, if I may, to the booklet which 

ou presented to us, entitled “Interstate Trucking of Fresh and 
Tee Poultry Under Agricultural Exemption,” prepared by the 
Marketing Research Division of the Agricultural Marketing Service, 
the Department of Agriculture. 

I was particularly ‘impressed that in the tables which you cited you 
have carefully documented the surveys which you have conducted, 
and that you have with equal care presented both the advantages and 
the disadvantages which accrue from this exemption statute. 

I think that ‘that i is certainly in the interest of a proper presenta- 
tion of both sides of the pending legislation, and I am particularly 
glad to see that you gave it to us in that particular form. 


Mr. Dice. Thank 4 you. 
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Mr. Fiynt. I want to refer, if I may, to the bottom of page 8 of 
your statement wherein you said: 

Although the experiences of different processors in different localities vary, 
it is significant that many have found that exempt carriers are more willing 
than regulated carriers to haul LTL shipments, to serve out-of-the-way markets, 
to serve distant markets, and to make multiple pickups and stopoffs. 

In that connection is it your feeling and your belief that this en- 
ables not only the small farmer and producer but also the small 
processor as well to compete and to compete reasonably satisfactorily 
with the larger processors which are the result of an increased tend- 
ency toward centralization of industry in the hands of a few? 

Mr. Dice. We believe it does. 

I believe you will find by a review of all of the comments made by 

rocessors that there were some references to the fact that it makes 
it easier for the small processors to compete. 

I would like to elaborate. I intended to emphasize in my prepared 
statement that different types of transportation may very well meet 
a particular processor’s need better than others. I think it is quite 
clear that many of the fruit and vegetable processors ship part of 
their product by rail, part by regulated motor carrier, and part by 
exempt motor carrier. 

The so-called regulated motor carriers, of course, are free to trans- 
port any of these commodities which are exempt as well as the com- 
modities with respect to which they have operating authority from 
the Commission. 

The shipper, we feel, should be free to select the type of trans- 
portation that best fits the particular need that he has, the particular 
shipment. If he finds that with an exempt carrier he can reach a 
small out-of-the-way market which he cannot otherwise reach or 
cannot reach as well or economically, then he should be free to use 
that exempt carrier for that purpose. 

Mr. Fiynt. Mr. Dice, I wonder if you agree with me that the 
removal of this exemption would necessarily drive out of production 
many small independent producers of poultry and similar products. 

Mr. Dice. I would hate to make that as a positive prediction, but 
I certainly would agree that the possibility exists. And I believe 
there has been some indication during the course of the survey from 
small processors that they might have trouble continuing. 

Mr. Fiyntr. One of the reasons I give for that is this, that this 
would necessarily mean increased costs. I do not think anyone can 
dispute that. 

As increased costs go up it is my belief at least that there would be 
a tendency on the part of processors to seek to obtain their raw 
product, particularly in the case of poultry, from a few very large 
producers instead of from a widespread number and area of small 
producers. Do you think that that is a reasonable assumption? 

Mr. Dice. I don’t know that that would necessarily follow, Mr. 
Congressman. I do feel that those processors would be inclined 
toward the acquisition of their own vehicles for marketing of their 
poultry if they no longer had the exempt vehicles available. But I 
would not be prepared to say that that would necessarily militate 
against the purchase of live poultry by the processors from their 
present sources of supply. 
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Mr. Ftynt. Thank, you, Mr. Dice. 

That is all, Mr. Chuirman. 

Mr. Rocers. The Chair recognizes the gentleman from Maine, Mr. 
Hale. 

Mr. Hate. No questions. 

Mr. Rogers. The Chair recognizes the gentleman from California, 
Mr. Younger. 

Mr. Youncer. I would like to ask a couple of questions. 

Can you tell us, Mr. Dice, about what percentage of the exempt 
carriers are in interstate commerce ? 

Mr. Dicer. I think I can give you some light on that sir, and I 
don’t know that this is a final and fully complete answer, but the 
Bureau of Transport Economics and Statistics of the Interstate Com- 
merce Commission published statement No. 5710 in July of 1957, 
and, looking at table 1 of that particular document, I notice that 
ICC-authorized vehicles transported 45 billion ton-miles, approxi- 
mately, during the year 1955 surveyed in interstate commerce, and 
15 billion in intrastate commerce. 

The exempt carriers—and I think these are largely exempt; they 
are listed as “other for-hire’—transported a total of 7 billion ton- 
miles in interstate commerce and approximately 15 billion ton-miles 
in intrastate commerce, or a total by the exempt carriers of 22 billion 
ton-miles compared with the total of 60 billion ton-miles by the 
regulated carriers. 

On the interstate movement as such it was around 45 billion for 
the authorized carriers and 7 billion for the “other for-hire” carriers. 

Mr. Youncer. In the exempt case, as I recall your figures, consti- 
tutes a little more than twice as much in intrastate as interstate. 

Mr. Dice. That is correct. This is transportation on main rural 
roads, and I am reasonably sure is not the total interstate transporta- 
tion by class I motor carriers, although I believe it is probably a sub- 
stantial part of it. 

Mr. Younger. Of course, I am sure that your Department is inter- 
ested in the safety of all carriers on the highways. 

Mr. Dice. That is correct. 7 

Mr. Younger. Just the same as all of us are. 

What program would you suggest as to reaching the safety require~ 
ments of the exempt carriers who refuse to answer letters and so forth 
from the Interstate Commerce Commission ? 

Mr. Dice. I don’t know that I would be in position to offer a specific 
program. 

We certainly would be in favor of enforcement of the safety regu- 
lations. I think that is everybody’s business, and we certainly . 
lieve that the safety regulations should be enforced. 

I don’t know whether it is possible through the State registration 
bureaus to make the safety requirements known. I assume all of the 
exempt carriers do register in some State, and whether it is possible to 
make known the safety requirements through that medium I don’t 
know. 

Certainly we would agree that it is desirable that they receive in- 


formation on the safety requirements, and that those safety require- 
ments be enforced. 
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Mr. Younecer. In other words, with that portion of the reeommenda- 
tions of the ICC you would agree? 

Mr. Dice. Yes, sir. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Rocrrs. Mr. Dice, I have just 1 or 2 questions. 

Do I understand that one of your primary arguments is based upon 
the need for flexibility of the transportation system to pick up and 
deliver agricultural products because of their peculiar nature? 

Mr. Dice. That is correct, sir. 

Mr. Rogers. Is not that need more under the intrastate operations 
in transportation than in the interstate operations ? 

Mr. Dice. We don’t believe so, sir. As a matter of fact, the sub- 
stantial proportion of the commodities produced in this country we 
think move in interstate commerce. In the case of the poultry survey 
that we referred to earlier, 78 or 79 percent of the total shipments by 
the processors interviewed in the case of both frozen and fresh poultry 
moved in interstate commerce. 

So we believe that the interstate shipment is extremely important, 
that the marketing of food just doesn’t follow State lines. 

Mr. Rogers. However, let’s leave poultry out of it for a second. Do 
you not think, insofar as other agricultural commodities and products 
are concerned, that regulated carriers are ample at the present time to 
handle most of the interstate shipments and certainly would be if those 
carrying these commodities were certificated ¢ 

Mr. Dicer. I am not in position to say whether the total available 
capacity of the regulated motor carriers would be adequate, but we 
certainly don’t believe that they would fully meet the agricultural 
marketing needs, without regard to the total capacity or total 
adequacy. 

Mr. Rogers. In other words, you do not feel that there is an avail- 
ability of transportation to those dealing in agricultural products that 
is sufficient to meet the requirements ? 

Mr. Dice. No, we don’t. 

Mr. Rocers. Unless you do have these exemptions and they are 
continued ? 

Mr. Dicr. We feel that it is necessary that the exemption be con- 
tinued to fully meet the needs of agriculture. 

Mr. Rogers. Do you not think, Mr. Dice, that if this bill should 
be adopted those people who are engaged in the transportation of 
agricultural products, even including poultry, would immediately 
seek certificates and undertake to operate in conformity with the ICC 
regulations ? 

Mr. Dice. I would assume that certainly the majority of them 
would seek certification. 

Mr. Rocers. I believe that is all. 

Are there any other questions ? 

Mr. Fiynt. Mr. Chairman. 

Mr. Rogers. Mr. Flynt. 

Mr. Fuiynt. At this point in the record I would like to include 21 
listed advantages which accrue by reason of this exempt status. 

Mr. Rogers. Is there objection ? 

The Chair hears none. 

It is so ordered. 
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(The matter referred to follows :) 


Lower rates. 

. Faster service, 

. Availability of trucking equipment. 

. Willingness to serve out-of-way points. 

. Willingness to serve distant markets. 

. Direct service to markets. 

Willingness to serve markets without back-haul prospects, 
More stopoffs permitted. 

Willingness to adapt service to processor and customer needs. 
10. Deliveries arrive at market at designated time. 
11. Reliability of the drivers. 

12. Better care of product while in transit. 

13. Greater flexibility in pickup at processing plant. 
14. Cooperative attitude of the drivers. 

15. Willingness to haul in small lots. 

16. More personal service to customers. 

17. Easier to settle claims. 

18. Personal acquaintance with the owner. 

19. More control over carrier and equipment. 

20. Can negotiate directly with the management. 
21. Having the same drivers haul the product. 
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Mr. Rogers. It is growing close to 12 o’clock, and the House, of 
course, is in session today. 

[ hope to obtain consent of the House for this subcommittee to sit 
this afternoon beginning at 2 o’clock, and we will undertake to do that. 

The next w itness listed is Mr. John M. Berry, and if you can be here 

at 2 o'clock we will get started promptly. 

The subcommittee will stand in recess until 2 o’clock. 

(Whereupon, at 12 noon, the committee was recessed, to be recon- 
vened at 2 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Rogers (presiding). ‘The Subcommittee on Transportation 
and Communications will come to order. We will proceed with the 
testimony. 

I believe our next witness is Mr. John M. Berry, president, Bur- 
ley Leaf Tobacco Growers Cooperative Association of Lexington, Ky. 

I have a note here saying he will file a statement. He is not 
present. 

Mr. Luoyp. Mr. Chairman, I am here. 

Mr. Rogers. Dr. A. Y. Lloyd, executive secretary, Burley and Dark 
Leaf Tobacco Export Associ: ition is here. You may proceed. 


STATEMENT OF A. Y. LLOYD, EXECUTIVE SECRETARY, BURLEY & 
DARK LEAF TOBACCO EXPORT ASSOCIATION, WASHINGTON, D. C. 


Mr. Lioyp, Mr. Chairman and members of the Subcommittee on 
Transportation and Communications, for the record my name is Ar- 
thur Y. Lloyd. I am the executive secretary of the Burley and Dark 
Leaf Tobacco Export Association, Inc. 

This is a federated trade association composed of the following 
member organizations: Association of Dark Tobacco Dealers and Ex- 
porters, Clarksville, Tenn.; Burley Auction Warehouse Association, 
Mount Sterling Ky.; Burley Leaf Tobacco Dealers Association, Lex- 
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ington, Ky.; Burley Stabilization Corp., Knoxville, Tenn.; Burley 
Tobacco Growers Cooperative Association, Lexington, Ky.; Eastern 
Dark Fired Tobacco Growers Association, Springfield, Tenn.; Farm- 
ers Federation Cooperative, Asheville, N. C.; Maryland Tobacco Co- 
operative, Upper Marlboro, Md.; Stemming District Tobacco Asso- 
ciation, Henderson, Ky.; Virginia Burley Tobacco Growers Associa- 
tion, Abingdon, Va.; and the Western Dark Fired Tobacco Growers 
Association, Murray, Ky. 

Mr. Rocers. Do you have statements of the two men who were to 
precede you? 

Mr. Lioyp. They were submitted to the clerk of the committee. 

Mr. Rogers. Do you want those statements inserted in the record 
following yours? 

Mr. Luoyp. If it pleases the committee, yes. 

Mr. Rogers. Without objection, the statement of John M. Berry, 
president of the Burley Leaf Tobacco Growers Cooperative Associa- 
tion, and Mr. R. A. Hammack, Eastern Dark Fired 'Tobacco Growers 
Association, will be included in the record immediately following the 
statement and testimony of Dr. Lloyd. 

You may proceed, Dr. Lloyd. 

Mr. Luoyp. Thank you, sir. 

I am also executive director of the National Cigar Leaf Tobacco 
Association. This association is composed of the following member 
organizations: the Connecticut-Massachusetts Tobacco Cooperative, 
Inc., Holyoke, Mass.; Cigar Tobacco Cooperative, Miamisburg, Ohio; 
Leaf Tobacco Board of Trade of the City of New York; Northern 
Wisconsin Cooperative Tobacco Pool, Inc., Viroqua, Wis.; and the 
Wisconsin Cooperative Tobacco Growers Association, Edgerton, Wis. 
That association also concurs in the views which I will express on this 
proposed legislation. 

These member organizations represent well over one-half million 
people engaged in the tobacco industry as growers, dealers, warehouse- 
men, and tobacco leaf exporters. 

First, I would like to express the appreciation of the Burley and 
Dark Leaf Tobacco Export Association to Chairman Harris and the 
members of this subcommittee for your gracious consideration in pro- 
viding us with the time to express our views on the proposed legisla- 
tion incorporated in H. R. 5823. 

This proposed legislation would, if enacted, remove the “agricul- 
tural commodities exemption” now contained in the motor carrier pro- 
vision of the Interstate Commerce Act. 

Redried tobacco is recognized as an “agricultural commodity” and 
not as a “manufactured product” within the meaning of the exemption. 

Modification of this exemption as proposed by H. R. 5823 would 
inevitably result in an increase in the cost of handling leaf tobacco 
and of various other agricultural commodities. 

Any such increase would ultimately affect adversely the farmers 
who produce such commodities. This increase would have to be 
borne by someone—the producers, processor, dealers, manufacturers, 
or the consuming public. 

Added costs of handling between the producer and the consumer 
necessarily result, in the long run, in either lower prices to the pro- 
ducer or higher prices to the consumer. 
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Higher prices to the consumer result in lower demand, which is 
equally as injurious to the farmer. The general tendency of such 
costs on tobacco in the past has been to merely increase the margin 
or gap between the price paid to the farmer and the cost of the 
manufactured product to the consumer. 

Our association believes we should endeavor to prevent any in- 
creases in the costs of production and handling at this time if it is at 
all possible. 

It seems to me that our legislators in Congress are now exerting 
every effort to bolster the farmer’s income on one hand and to hold 
down the alarming cost of living on the other. 

This is highly commendable. Yet, the elimination of these agri- 
cultural exemptions, with the added cost resulting therefrom, would 
be directly contrary to both objectives. 

Everyone is, of course, painfully aware of the agricultural sur- 
pluses that exist in certain farm commodities in this country today. 

One of the most effective answers to this surplus problem is an 
expanded export trade. Yet every dollar added to the cost of an 
agricultural product reduces the amount that can be sold abroad. 

Without substantial exports we can not have a healthy agricultural 
economy. Any move that affect agriculture affects us all, farmers, 
dealers, manufacturers, consumers, and taxpayers alike. 

Although tobacco is different from many of the other agricultural 
commodities now in surplus, the increased costs of production, han- 
dling, and processing is currently reflected in reduced export trade 
in many types of leaf tobacco. 

Dealers and exporters are even more cognizant of this fact than 
our tobacco farmers. This is particularly true in certain types of 
tobacco normally in demand by foreign customers. 

In connection with this proposed bill Mr. Josiah Fort, president of 
the association of the Dark Leaf Tobacco Dealers & Exporters wrote 
me last week that— 

With the situation in dark tobaccos what it is at present, any additional burden 
would seem to be a blow below the belt. It is hard to believe Congress would 
want to inflict a new hardship on an industry already gasping. 

The Burley Leaf Tobacco Dealers Association also believes very 
strongly that H. R. 5823 should not be favorably reported by your 
committee. 

A statement of the position of that association, signed by Mr. G. F. 
Vaughn, Jr., president, has been submitted to your subcommittee 
which I hope will be incorporated into the record of these hearings. 

The Eastern Dark Fired Tobacco Growers Association, Inc., through 
Mr. R. A. Hammack, general manager and secretary-treasurer, has 
also submitted a statement outlining that association’s opposition to 
H. R. 5823. 

The largest of our member associations from the standpoint of total 
membership as well as tobacco handled is the Burley Tobacco Growers 
Association. That association administers the price support program 
for burley tobacco in five States, with funds borrowed from the 
Commodity Credit Corporation. 

This association is justly proud of its long record of successful opera- 
tion of the loan program for the tobacco. This association is a non- 
stock, nonprofit organization which distributes to its members all of 
the net profit which accrues from the operation of the loan program. 
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They have operated this burley price support program through the 
years without loss to their members, the Federal Government or the 
taxpayers. 

They are particularly concerned about the ultimate effect of this bill 
and have, through their President, Mr. John M. Berry, submitted a 
specific statement on H. R. 5823. I earnestly request that the com- 
mittee incorporate these statements into the record of your hearings on 
this bill. 

We have the highest respect and the greatest confidence in the ability 
and integrity of the members of this committee. We are cognizant of 
your desire to study all facets of this legislation under consideration 
with a view of reaching a sound, practical solution that will be to the 
best interest of all of our people. 

On behalf of both the Burley & Dark Leaf Tobacco Export Asso- 
ciation, Inc., and the National Cigar Leaf Tobacco Association, I re- 
spectfully request that this subcommittee reject the proposal of 
H. R. 5823 and recommend to the House of Representatives that it 
not pass. 

Thank you very much for your time, interest, and consideration. 

(The statements of Mr. Berry and Mr. Hammack follow :) 


STATEMENT OF WASTERN DARK FIRED TosAcco GROWERS ASSOCIATION, OF 
SPRINGFIELD, TENN. 


Nastern Dark Fired Tobacco Growers’ Association, organized in February, 1932, 
now handles tobacco of U. S. Type 22 and U. 8. Type 35. We have approximately 
2,642 members and since our organization have taken under loan approximately 
298,398,197 pounds of tobacco and paid out to growers about $65,376,652.70. Our 
membership is somewhat equally divided between the States of Kentucky and 
Tennessee. 

Our interest in this situation arises from the fact that a fairly substantial 
volume of our tobacco moves in interstate commerce from Tennessee to Kentucky 
or vice yersa in being transported from warehouse floors to redrying establish- 
ments and, after being redried, to storage, or to the premises of purchasers of 
same. 

This association has, in the past, consistently opposed legislation which would 
weaken or destroy the agricultural exemption in the Interstate Commerce Act 
and we do now oppose enactment of H. R. 5823, believing, as we do, that it is 
inimical to our best interests and the interests of agriculture and of the economy 
in general, and we wish to assign the following reasons for our position: 

First. We are concerned on ideological grounds. From the founding of the 
Republic certain of the more personal and intimate activities and possessions of 
man have been considered, in a measure, sacrosanct, and beyond the proper 
scope of Government to control or tax. This philosophy finds expression in the 
constitutions and statutes of many of our States in exempting from tax, products 
of the soil in the hands of the producer and his immediate vendee; in our various 
homestead exemptions; in statutes exempting from execution an artisan’s tools 
of his trade; in exempting the producer of agricultural products from the neces- 
sity of obtaining liceuse in order to sell such products, and in many other ways. 

A history of the reasons and attitudes which prompted these various enact- 
ments is beyond the scope of this statement. It is sufficient to say that this 
philosophy has long endured in our economy as a bulwark of our freedom and 
that no counterpart is to be found in any of the totalitarian countries. 

We believe the exemption under consideration to be a creature of this phi- 
losophy and, therefore, oppose its repeal or alteration. 

Second. The exemption as it now stands has been long in force and its pro- 
visions and the methed of operating thereunder are well understood and liked by 
producers of agricultural products and we believe by all other segments of our 
economy which this exemption affects. 

Third. It is certainly true that a change so as to place activities now exempted 
under the provisions of the Interstate Commerce Act would substantially increase 
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the cost of handling tobacco and other agricultural products. This increase, of 
course, would have to be borne by some one, the producer, the manufacturer or 
the public. We believe any increase in the cost of operations should be prevented 
at this time if at all possible. 

Fourth. The bill would decrease competition among haulers which we deem 
to be an undesirable effect. 

Fifth. The bill would tend to favor large operators as against the many useful 
small concerns engaged in the various businesses affected. 

We respectfully request that this statement be filed as a part of the record in 
the hearing on H. R. 5823. 

On account of the somewhat brief notice of the hearing, it may not be possible 
for a representative of our organization to appear in person and read this state- 
ment. If that is possible we would like the privilege of having it read by such 
representative, and if not we desire that it be filed in the record. 


STATEMENT BY THE BurRLEY TosBacco GROWERS COOPERATIVE ASSOCIATION OF 
LEXINGTON, Ky., Oppostine H. R. 5823 


The Burley Tobacco Growers Cooperative Association of Lexington, Ky., has, 
and represents. a membership in excess of 400,000 tobacco growers residing 
in the States of Kentucky, West Virginia, Ohio, Indiana, and Missouri. Be- 
sause the interests of its members will be adversely affected by the enactment 
of H. R. 5823, the board of directors of this association has directed this 
expression of opposition to the bill. 

In administering the price-support program for burley tobacco in the States 
mentioned, the association, with funds borrowed from Commodity Credit Cor- 
poration, advances 90 percent of the parity value at the marketing place, which 
means that when the tobacco has been processed and placed in storage its 
actual market value it approximated so that there remains only a very narrow 
margin of profit, if any at all, in the product. This association, therefore, is 
interested in the very cheapest responsible transportation of leaf tobacco in 
both green and redried form, because even a few cents saved on each 100 
pounds of tobacco handled will be reflected in the sale price and thus in the 
margin of profit that the association receives and distributes to its members. 
(And it may be of interest to the committee to know that this association is 
a nonstock, nonprofit organization which distributes to its members all of the net 
profit which accrues from the operation of the loan program.) 

Thus far the loan program for tobacco has been successful in the estimate 
of everyone—principally because it has shown a proflt. At least we have a 
good case for the program as long as we show a profit, small though it may be. 
Obviously it is to the interest of this program, in which the Government is 
deeply involved, as well as the grower, to be free of regulation in order to be 
in position to bargain for the lowest transportation rates for ourselves and 
for our customers, because every saving of 10 cents per 100 pounds we can 
effect and cause to be reflected in our sale price is further reflected in the 
gain realized to the good of the program and the individual grower. We 
maintain that the enactment of H. R. 5823 would deprive this association for 
its members and customers the opportunity of negotiating, or of assisting in 
negotiating, with all carriers alike for the most advantageous rates for the 
transportation of unmanufactured leaf tobacco. 

In negotiating for the cheapest responsible transportation this association, as 
any prudent business organization, sees to it that the carrier has satisfactory 
equipment and ample desirable insurance coverage. Our position in this partic- 
ular will not be improved by the enactment of this bill. If H. R. 5823 is 
enacted into law, the effect will be to limit the number of transporters, or 
‘arriers, of unmanufactured and redried leaf tobacco and create a monopoly 
in those holding certificates of convenience and necessity, which it is under- 
stood are relatively few because of the difficulty and opposition always en- 
countered by carriers who apply to the Interstate Commerce Commission for 
such certificates. Obviously a natural fear is that when the number of avyail- 
able carriers is limited the rate, or cost, of their service will be higher. 

The membership of this association is very appreciative and happy as the 
result of the price support program for their product. They hope, and they 
are diligently working, for its continuation. Its success will be measured 
largely by the profit realized from its proper and efficient administration, and 
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these tobacco farmers earnestly ask that the Congress not pass this bill, or do 
anything to restrict further the possible margin of profit for a product and a 
program which for 17 years have enjoyed consistent stability and success. 

Wherefore the Burley Tobacco Growers Cooperative Association of Lexing- 
ton, Ky., respectfully asks this committee to reject the proposal of H. R. 5823 
and recommend to the House of Representatives that it not pass. 


Mr. Rocers. Thank you, Dr. Lloyd, for your excellent statement. 

May I ask this question: You refer to the statement of Mr. G. F. 
Vaughn; do we have that statement ? 

Mr. Luoyp. That has been filed with the clerk of the committee. 

Mr. Rogers. Without objection, that statement by Mr. G. F. 
Vaughn, Jr., president of the Burley Leaf Tobacco Dealers Associa- 
tion, will be incorporated in the record at this point. 

(The statement follows:) 


Re H. R. 5823. 


To the Subcommittee on Transportation and Communications of the Committee 
on Interstate and Foreign Commerce of the House of Representatives. 


GENTLEMEN: The members of the Burley Leaf Tobacco Dealers Association, 
as dealers in leaf tobacco, are vitally interested in the “agricultural commodities 
exemption” now contained in the motor-carriers provision of the Interstate 
Commerce Act. Modification of this exemption, as proposed by H. R. 5823, 
would result in an increase in the cost of handling leaf tobacco and other agri- 
cultural products. Any such increase would ultimately affect adversely the 
farmers who produce such products. Added costs of handling between the pro- 
ducer and the consumer necessarily result, in the long run, in either lower prices 
to the producer or higher prices to the consumer, and higher prices to the con- 
sumer result in lower demand, which is equally as injurious to the farmer. At 
the present time every effort is being made to bolster the farmers’ income on the 
one hand, and to hold down the alarming rise in cost of living on the other. 
Elimination of the “agricultural exemption”, with the added costs resulting 
therefrom, would be directly contrary to both objectives. 

Everyone is, of course, painfully aware of the high agricultural surpluses we 
have in this country today. One of the most effective answers to this surplus 
problem is an expanded export trade. Yet every dollar added to the cost of an 
agricultural product reduces the amount that can be sold abroad. Without sub- 
stantial exports, we cannot have a healthy agricultural economy. Any move that 
affects agriculture affects us all, farmers, dealers, consumers, and taxpayers 
alike. 

Removal of the exemption would also lessen healthly competition in the 
motor-carrier field and would tend to promote monopoly. At a time when one of 
the troubles in the transportation industry is the restriction of competition 
through too much governmental regulation, no step should be taken to increase 
such regulation and lessen competition. 

There are in the tobacco industry a number of smaller dealers and manu- 
facturers who are having a difficult time competing with the larger and more 
wealthy companies. Any added costs to them may be, in many cases, the straw 
that broke the camel’s back, and will tend to concentrate the tobacco business 
in fewer and fewer hands, surely an undesirable result. 

We have been favored with a copy of the statement by the Burley Tobacco 
Growers Cooperative Association in opposition to H. R. 5823 and concur with the 
views therein. We respectfully request that H. R. 5823 not be favorably reported. 

Respectfully submitted. 


APRIL 19, 1958. 


BurLey LEAF ToBAcco DEALERS 
ASSOCIATION, 
G. F. VauGun, Jr., President. 
Mr. Rogers. The Chair recognized the gentleman from California, 
Mr. Younger, for any questions. 
Mr. Youncer. Mr. Lloyd, you say that this proposed legislation 
would, if enacted, remove the agricultural commodities exemption. 
That is not exactly a correct statement is it ? 
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The bill that we are considering, as I understand it, is limiting, but 
the farmer in moving to the market or moving his produce, as long as 
he has control of it, is still under exemption. 

Mr. Lioyp. I was applying that statement primarily to what I know 
best, Mr. Congressman, and that is tobacco. I believe under this new 
bill that redried tobacco no longer will be interpreted under the 
agricultural exemption. 

Mr. Youncer. Has it been interpreted by the Supreme Court to be 
under the present exemption ? 

Mr. Lioyp. At the present time, the redried tobacco is exempt; 
yes, sir. 

Mr. Youncer. Under the Supreme Court interpretation ? 

Mr. Luoyp. I believe that is correct, sir. 

Mr. Youncer. It would remain the same? 

Mr. Luoyp. Mr. Congressman, you amend the present act with some 
new wording. Would not the Supreme Court have to again rein- 
terpret this new wording? 

Mr. Youncer. That is possible. I just question whether you want 
to leave that statement in the way it is, because it does not remove the 
tobacco farmer from exemption in moving his own produce if he wants 
to take it somewhere else and dry it or move it around. 

It is still exempt even if they redry it, which, I think, is exempt. 

Mr. Luoyp. Perhaps as long as he has actual control of it. But in 
the testimony I listened to this morning I was very much impressed by 
the term used there, of actual control. 

It is my judgment in reading the language of the bill that insofar 
as our tobacco is concerned and the redried tobacco in particular, that 
the agricultural exemption would be removed by the passage of this 
act. 

Mr. Youncer. Under section 5 your cooperative associations could 
move this product in their own vehicles and would still be exempt. 

Mr. Lioyp. That would be correct, providing they had the vehicles 
to move them in. It would be extremely bad business practice for 
them, with a very short tobacco season, to keep a whole fleet of vehicles 
in order to move tobacco only a short portion of the year. 

Mr. Youncer. They could work with some other cooperative which 
has their crop coming in at another time during the year. 

Mr. Luoyp. Iam sure you are theoretically correct, sir, but I think it 
would be right difficult. 

Mr. Youncer. That may well be. I was just wondering if you 
wanted to correct your statement a little bit, because I think it exag- 
gerates the amendment that we are considering. 

I think you interpret it as a little more severe than it actually is. 
That is the only point I wish to make. 

That is all, Mr. Chairman. 

Mr. Rocers. Dr. Lloyd, with reference to that redried tobacco, of 
course under this act whether or not that would be out from under 
exemption would actually be determined by who had control of it or 
who had actual possession of it at the time it was transported after 
it was redried, would it not ? 

Mr. Lioyp. I would assume s0, sir. 

Mr. Rogers. I think that was the intent of the act. If the producer 
of the tobacco, whether it is redried or not, and he is still in actual 
possession of it or has control of it, it would still be exempt. 
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I notice that your greatest alarm seems to be with relation to the 
possible increase in price of the product. 

Do you have any figures at all, Doctor, that would indicate, or could 
you give us an estimate of the percentage increase on the product that 
would be suffered if this legislation went into effect ? 

Mr. Lioyp. We have made no study on it, Mr. Chairman, from the 
standpoint of actual figures, though I think that the figures that were 
given by Mr. Dice this morning would be indicative of what would 
happen in tobacco the same as in some other commodities. 

Mr. Rogers. You feel as a general proposition that there would be a 
marked increase in the price of tobacco that would have to be absorbed 
by somebody ? 

Mr. Lioyp. All of our associations feel very definitely that it would 
increase the cost of tobacco. Even more important than that is the 
lack of flexibility which they have at the present time. 

It is my personal opinion that if you eliminated the agricultural 
exemption, particularly on tobacco and redried tobacco, that we would 
practically paralyze our present marketing system of tobacco. 

Under our present marketing system, which is a relatively short 
season in the various tobacco belts, they have to move the tobacco out 
of the auction houses over to the redrier in order to make more room 
for tobacco coming from the farms and it has to be done rapidly. 

Yet, a buyer going on the aution floor cannot anticipate how many 
trucks he will need that particular day. He knows how many pounds 
he would like to buy, but he will not know how many pounds of the 
particular grades in which he is interested will be available or whether 
or not he can get them at the price he is instructed to pay. 

So you have to have a very high degree of flexibility in order to move 
that tobacco rapidly. If you clog up the redriers they back up on the 
auction warehouses and the farmers cannot deliver tobacco to the 
warehouses. 

Mr. Rocers. How much of the tobacco is hauled in intrastate com- 
merce as compared with interstate commerce ? 

Mr. Lioyp. You mean to the auction warehouse or after it has been 
sold at the auction warehouse ? 

Mr. Rocers. I don’t know. I mean both haulings. In your opera- 
tions, do you have to haul it in interstate commerce most of the time or 
isa lot handled intrastate ? 

Mr. Lioyp. There 7 a lot handled in interstate commerce for this 
reason: For example, I do not know of any redrying plants at all— 
and you know what I mean by redrying from the standpoint of stand- 
ardizing the moisture content of the tobacco—in southern Ohio or in 
southern Indiana. 

They are all sent to redrying plants in Kentucky. Much of the 
tobacco between Kentucky and Tennessee is moved back and forth 
from one warehouse to a redrying plant and vice versa. So a sub- 
stantial amount does move in interstate commerce before it goes to 
the auction warehouse in many instances and from there to the redrying 
plants and from the redrying plants to the storage places of the coop- 
eratives or the manufacturers or whoever has bought it. 

Mr. Rogers. Where do you think the increased cost of these products 
will stem from? Do you feel it would stem from the fact that there 
would not be such sharp competition between those desiring to haul it? 
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Mr. Luoyp. I think it would be a much smaller number of firms 
competing for the business in the first place. 

You are getting into a field of truck transportation in which I am 
not too famili: ar, but, if I am correct in my thinking, in order to have 
a certificated firm I think they have to establish certain definite routes 
of travel and they cannot vary from one road to another. 

For example, I know the situation in my home county where we built 
a new road that cuts off about 5 miles distance between Lexington and 
Frankfort, but unless the trucklines that are traveling in interstate 
commerce have filed and gotten authority to travel that road, they have 
to travel U. S. 60, which is longer and goes through an extra town. 

Mr. Rogers. I think that is true. I am sure there are methods by 
which the flexibility would not be injured too much. 

There are methods of certification that would be available where 
that part could be worked out. I was wondering if you feel that 
your transportation charges now are pretty low because of the fact 
that you have lots of people competing for the business? 

Mr. Luoyp. We feel that they are much lower in view of the present 
competion and the agricultural exemption; yes, sir. 

Mr. Rogers. Do you have any further questions. 

Mr. Younaer. No, sir. 

Mr. Rocers. Thank you very much, Dr. Lloyd. 

Mr. Luoyp. Thank you, sir. 

Mr. Rogers. The next witness will be Mr. Fred Relyea of the Dairy 
Transport Association of Central Valley, N. Y. 


STATEMENT OF FRED RELYEA, OF THE DAIRY TRANSPORT 
ASSOCIATION OF CENTRAL VALLEY, N. Y. 


Mr. Retyra. Thank you, sir. 

Mr. Rocers. Will you identify yourself for the purpose of the 
record ¢ 

Mr. Retyea. My name is Fred Relyea. Iam comptroller of Dairy 
Express, Inc., of Fort Edward, N. Y., and I am also vice president of 
Dairy Transport. Association, Inc., of Central Valley, N. Y., and ap- 
pear before you in their behalf. 

Dairy Transport Association is a membership corporation consist- 
ing of over-the-road milk tank truck operators who serve the New 
York City milk market from New York State, New Jersey, Pennsy]- 
vania, and New England. 

In addition, they also serve markets in each of the above-mentioned 
States. Our membership includes 26 members who operate from 10 
to 100 tank trucks. 

Some of the businesses are proprietorships, some are partnerships, 
and some are corporations. Your combined gross revenue exceeds $15 
million, and we serve approximately 100 milk companies. 

My interest in these proceedings is to urge that bulk milk be placed 
under full regulation by the Interstate Commerce Commission at the 


place the farmer loses control of the product and at which time it 
enters commerce. 
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My request is based upon the channel of commerce principle which 
has been outlined by division 5 in its second report in the Monarch 
case at page 18, and I quote: 

The policy reflected in the exemption here under consideration is in accord 
with the general policy to favor and promote the interest of agriculture. 

The problem confronting Congress at the time of the adoption of the exemption 
was to relieve transportation of the essential products of agriculture from some 
of the incidents of regulation and yet preserve the general purpose of the nec- 
essary regulation of transportation by motor vehicle. 

The legislative history indicates that the benefits of the exemption were in- 
tended for the farmer by affording relief in the transportation of his products 
to the point where they first enter the ordinary channels of commerce. 

This theory, when applied to milk, would mean the country milk 
plant or accumulation point, because ‘it is here that the farmer loses 
control of his product, is paid for his product, and the product becomes 
the property of a milk company subject to commerce. 

The same principle would apply to bulk farm pickup of milk be- 
cause the farmer loses control over it when it leaves his tank. 

The results of nonregulation, as it now exists, are outlined by Com- 
missioner Rogers in his findings in case No. MCC968, entitled “De- 
termination of Exempted Agricultural Commodities” and I quote: 

The findings of the majority named certain commodities which are considered 
to be included in the definition, “agricultural commodities” not including manu- 
factured products thereof within the meaning of section 203 (b) (6) of the 
Interstate Commerce Act. 

This decision places motor vehicles used in carrying the specified 
commodities within the partial exemption of that subsection and has 
the effect of enabling any person, including the professional truck- 
men, to transport these commodities i in interstate or for eign commerce 
free from all regulatory provisions of the act except the s safety pro- 
vision of section 204. 

I am opposed to any construction of this subsection which, in effect, 
results in extending the exemption to anyone who wishes to enter 
the motor carrier field. 

This is not, in my opinion, a correct interpretation of the law. The 
exemption in question should be administered in keeping with the 
principle in /nterstate Commerce Commission v. Service Trucking 
Company, Incorporated. 

With this in mind, the majority would enable a carrier holding a 
certificate authorizing the transportation of commodities not within 
the purview of section 203 (b) (6) to transport the named commodi- 
ties for anybody, anywhere, so long as the two groups of commodities 
are not transported for compensation in the same vehicle at the 
same time. 

It would allow anyone to become a professional truckman without 
proving a public need for the service. The legislative history of the 
exemption shows clearly that Congress only intended to extend a 
benefit to the farmer by relieving him from the complex regulation 
provided for the professional truckmen. 

The majority agrees with this in theory but has extended the bene- 
fit of the exemption way beyond the farmer. Congress was concerned 
only with the farmer. 
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I am strongly of the belief that Congress intended to relieve from 
the regulatory provisions of the act, except the safety provisions of 
section 204, the transportation of any farm commodity from the farm 
to the point where the commodity first enters the ordinary channels 
of Congress while it is being transported either by the farmer himself 
or by someone on behalf of the farmer. 

The mere naming of a group of commodities which might reason- 
ably be classed as unmanufactured agricultural products, and allow- 
ing the certificated carrier, whose operating authority does not in- 
clude the right to move such commodities or the no less professional 
carrier who professes to handle them exclusively to transport the 
named commodities, confers no constructive benefit upon the farmer. 

It will, however, adversely affect rail carriers and certificated motor 
carriers holding authority to transport these commodities inasmuch as 
they will be at a decided disadvantage in competing with carriers 
obliged to comply with the safety provisions of section 204. 

The decision of the majority, therefore, is not only contrary to the 
legislative intent, but is not conducive to practical regulation and 
sound economic conditions in the transportation industry. 

As a result of nonregulation, we have the professional truckmen’s 
group who are forced to subject themselves to economic chaos because 
of a into the trucking field of anyone who wishes to purchase 
a truck. 

The proof of this lies in the fact that several operators have been 
run out of business within the past 2 years because they could not stand 
the pressure of competing with unregulated carriers. 

Our duty and requirement as legitimate carriers is to properly main- 
tain sufficient equipment to :neet the needs of our customers during the 
peak or flush seasons. 

This entails adequate provisions for the maintenance and servicing 
of equipment and means several pieces of idle equipment during the 
off seasons. 

This adds up to one thing, expense. The only way this can be met 
to run a dependable business is through proper tariffs; whereas, be- 
cause of nonregulation, we are forced to compete with 1 or 2 truck 
operators, several of whom drive their own equipment. 

They naturally can operate cheaper than we can, and if these eco- 
nomies benefited the farmer, my objection would not be so strong. 
Instead, they would do nothing except to fatten the purses of the milk 
companies. 

This is not true of all milk companies, however, because some of 
them still rely entirely on the legitimate carrier, but in so doing they 
are exposed to undue business risks. 

As a rule, the nonregulated carrier will bid on a given steady run 
at acut price. These are the type runs that we must have to compen- 
sate for the many unscheduled and irregular trips that we are expected 
to handle. 

This cut price to a given customer gives him an economic advantage 
over his competition, and, in turn, these competitors demand that we 
reduce our rates so that they may remain competitive. 

The net result is financial suicide as evidenced by the heavy debt 
structure of every carrier in the business. We of New York State are 
probably the most vulnerable to the unregulated carrier, because 
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within the State milk is a regulated commodity, but due to the peculiar 
geographic outline of New York State any traffic moving west of the 
Hudson River must cross State lines to get into New York City, unless 
the throughway, a toll road, is used. 

Asa result, nonr egulated carriers or others who wish to evade the 
New York State tariff traverse the west side of the river. 

From Albany to New York the mileage is the same regardless of 
which side is used. Unofficially it has been rumored that the Public 
Service Commission of New York, although having jurisdiction over 
all intrastate milk controls only 5 percent of it because carriers employ 
the interstate routes. 

Based upon these facts, we of the Dairy Transport Association very 
vigorously oppose the exemption applying to milk once it has entered 
commerce and with the same vigor respectfully request that this 
committee enact proper legislation or adequate rulings to alleviate 
this deplorable situation. 

Thank you. 

Mr. Rogers. Thank you, sir. 

The Chair recognizes the gentleman from California, Mr. Younger. 

Mr. Younecer. I only have possibly one question, and that relates 
to the definition. 

Do you anticipate that there will be a lot of lawsuits and difficulty 
arising by trying to lessen the exemptions as proposed here? Will 
we not get into difficulties on definitions ? 

Mr. Retyea. I don’t see why you should. Most States regulate milk 
which is what I am familiar with, on an intrastate basis. However, 
with an exemption applying to interstate milk,-in effect you have no 
regulation. But inasmuch as the legitimate carrier within a State is 
= I can see no peculiar problems to regulating on an interstate 

asis 

Mr. Youncer. The Supreme Court has exempted powdered milk. 

Mr. Reryga. That is correct. 

Mr. Youncer. It certainly is not a farm product. 

Mr. Reryea. It is a manufactured product. 

ag Youncer. It has changed its character quite a bit from fluid 
mil 

Mr. Retyea. Yes, it has. 

Mr. Youneer. It is still exempt. It seems to me in this bill we are 
going to be up against the same problem we have with some of our 
other legislation, and that is to get agreement on just what we are 
trying to do in a form that will hold. We are confronted on another 
problem on additives for food and drugs. 

You can get into all kinds of definitions on that. It is just a 
labyrinth of definitions and explanations. I am afraid we will find 
ourselves in a similar situation here. 

However, I am very much concerned about the safety features which 
cannot now be imposed, according to the ICC testimony, under the 
present law. 

Mr. Retyza. That is correct. 

Mr. Youncer. I think you are concerned as much about the safety 
features as you are with the other features. 

Mr. Rerysga. Yes, I am. 

Mr. Youncer. Although you do not operate under an exempt basis. 
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Mr. Retyra. We do not. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Rogers. I think, Mr. Younger, the testimony will show and the 
law will bear out, that these operators are subject to these safety reg- 
ulations but they cannot be held to them. 

Mr. Relyea, 1 notice your statement had reference to the one who 
profited by the difference in the transportation price. 

As I understand you, the consumer is not benefited by this cutrate 
hauling. The milk company, if they can get hold of a cutrate hauler, 
simply make more money out of it, and the consumer pays the same 
price as if it were hauled by a certificated transport. 

Mr. Retyea. That is absolutely true. 

Mr. Rocers. Do you feel if this bill was passed that there would be 
any change in the domestic price of milk or the consumer price of 
milk brought about by the fact that they had this milk hauled in that 
fashion ? 

Mr. Retyea. I cannot foresee it. Let me illustrate it by this point: 
A fairly long haul for milk would be 200 miles. I am speaking of the 
New York-New England area. 

A consistent price or a fair price for a 200-mile haul would be 32 
cents per can. A can of milk consists of 40 quarts. This resolves 
itself down that the price of tranportation in a quart of milk becomes 
eight-tenths of a cent. 

I am sure that any increase will be infinitesimal as far as changing 
the price of a quart of milk isconcerned. It might go to seven-tenths 
of a cent or nine-tenths of a cent, but it is not going to affect the selling 
price of that quart of milk. 

Mr. Rocers. Mr. Relyea, as far as your New York milkshed is con- 
cerned, if you are familiar with it, what percentage of the milk is 
hauled by exempt carriers into New York City and what percentage 
is hauled by certificated carriers? 

Mr. Retyea. Most of the milk that is used in New York City is 
produced in New York State. I made mention to a rumor which 
has come from the Public Services Commission of the State of New 
York that they have jurisdiction over all of that milk, but only con- 
trol 5 percent of it. 

Mr. Rogers. That is because of the hauling practices ? 

Mr. Reryea. That is correct. 

Mr. Rogers. The thought was in my mind that if this bill passed 
there would be a possibility of the truckers, to which you were re- 
ferring, maintaining operations entirely within the State and being 
on an intrastate basis. But you answer that question when you 
pointed out that they prefer to be in interstate because of the regula- 
tions of the New York State Commission. 

Mr. Retyera. That is true. I would estimate that at least 30 per- 
cent of the haulers engaged in milk hauling in New York State have 
no authority from the Public Services Commission of the State of 
New York and naturally I have no authority from the Interstate 
Commerce Commission. 

Mr. Rogers. Thank you very much, sir, for your testimony. 

Mr. Retyra. Thank you, sir. 

Mr. Rogers. Our next witness will be Mr. Edwin N. Yeary, presi- 
dent of the Yeary Transfer Co., of Lexington, Ky. 








54 ZENTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


STATEMENT OF EDWIN N. YEARY, PRESIDENT, YEARY TRANSFER 
CO., LEXINGTON, KY. 


Mr. Yeary. Thank you, Mr. Chairman. 

My name is Edwin N. Yeary. I am president and major stock- 
holder of the Yeary Transfer Co., Inc., Winchester, Ky., a motor 
common carrier. This statement is in opposition to H. R. 5823. 

H. R. 5823, if enacted, would greatly narrow the present exemption 
contained in the Interstate Commerce Act. The restriction contained 
in the bill would limit the exemption to movements by motor vehicles 
from the point of production to the point where such commodities 
first pass out of the actual possession and control of the producer. 

The point of production for agricultural commodities is defined as 
the point at which grown, raised, produced, or where gathered for 
shipment. 

The Yeary Transfer Co., Inc., is the owner and holder of 
Interstate Commerce Commission certificate No. MC-109540, which 
certificate, among other things, authorizes the transportation over 
irregular routes of agricultural products: Livestock and agricultural 
products between points in Kentucky, on the one hand, and, on the 
other, points in Alabama, Florida, Georgia, Illinois, Indiana, Mary- 
land, Michigan, Missouri, New Jersey, New York, North Carolina, 
Ohio, Pennsylvania, South Carolina, Tennessee, Virginia, West Vir- 
ginia, and Wisconsin. 

Even though the Yeary Transfer Co., Inc., is the holder of the 
above-described certificate, the major portion of the transportation 
which it performs is of so-called exempt commodities conducted pur- 
— to the provision of 203 (b) (6) of the Interstate Commerce 

ct. 

Typical of the commodities transported by it on an exempt basis 
are redried tobacco leaf, stems, and strips; fresh and frozen fruits 
and vegetables; and fresh and frozen poultry. Our operation in the 
transportation of these commodities may be roughly described as en- 
compassing the area from Maine to Texas and Florida to Wisconsin. 

The company owns and operates in interstate commerce on a year- 
round basis over 100 pieces of equipment of the latest and best type. 

The movement of farm jemiusilities is seasonal and, when such 
movements are at the peak, we operate approximately 160 units. 

The company in its exempt operations, as well as in its much smaller 
certificated operations, meets or exceeds all requirements of the In- 
terstate Commerce Commission relative to safety, hours of service, and 
insurance. 

Indicative of this is the fact that we maintain, at a cost of approxi- 
mately $2,000 per month, a complete safety department. 

The growth and development of the company is the result of the 
rendition of a needed, flexible, and reliable service in the conduct of 
the above-described “exempt” carriage. 

Our ——— experience over the years has been good, and we have 
made a reasonable profit. Many desire to refer to our type of opera- 


tion as a “gypsy operation” which, like many other catch phrases, is 
intended to create prejudice and fails to give consideration to the 
actual facts. 
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The bill that eventually culminated in the Motor Carrier Act in 
1935 was opposed by many interested persons and organizations. 

This opposition may be summed up as being founded upon the 
following five distinct grounds: 

1. It would increase the cost of highway transportation. 

2. It would impair the flexibility of highway transportation. 

3. It would vest a Federal commission with unlimited power 
to force increases of charges or it would authorize such a com- 
mission to suspend rates embodying reduced charges. 

4, It would impose rigid and extreme regulation. 

5. Small purveyors of highway freight would be “squeezed 
out. 

Though these arguments in opposition to the passage of the Motor 
Carrier Act did not prevail, Congress recognized that they were 
especially forceful where the transportation involved was that of 
agricultural commodities. 

Efficient and prompt transportation of agricultural commodities, 
as a group, requires greater flexibility on the part of the transporta- 
tion organization effecting the movement than is required in the move- 
ment of other types of traffic. 

Accordingly, Scum included section 203 (b) (6) in the Motor 
Carrier Act of 1935. The exemption specially provided that motor 
vehicles used in the transportation of “agricultural commodities— 
not including manufactured products thereof—” were not subject to 
any regulation by the Interstate Commerce Commission except as to 
hours of service and safety regulations. 

The congressional intent was clearly expressed; namely, the intent 
to exempt transportation of agricultural commodities from regulation 
by the Commission. 

As soon as the Motor Carrier Act including this provision was 
enacted, the Interstate Commerce Commission embarked upon a policy 
of restricted interpretation. 

The policy was designed to nullify the expressed congressional 
intent. This restricted interpretation first was attempted through 
the adoption by the Interstate Commerce Commission of what has 
been called the poison-vehicle doctrine. 

This doctrine was founded upon the view that, once a motor vehicle 
was used to transport nonexempt commodities in interstate commerce, 
the use of that vehicle was forever subject to regulation by the Com- 
mission, irrespective of whether the commodities subsequently trans- 
ported were exempt agricultural commodities. 

The court struck down this restrictive interpretation in the case 
of /nterstate Commerce Commission v. Dunn (166 F. 2d 116). 

Upon the destruction of that doctrine, the Commission then em- 
barked upon another theory of restrictive interpretation, the “chan- 
nels of commerce theory.” 

The Interstate Commerce Commission then, pursuant to its newly 
adopted “channels of commerce theory” took the view that the ex- 
emption applied only to that transportation involved in the movement 
from farm to the first market, or first entry, into the channels of 
commerce. 

This, of course, meant that the exemption would have little or no 
effect because the greater majority of movements from the first market 
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or to entry into the channels of commerce would not be interstate 
commerce but, rather, intrastate commerce. 

Intrastate commerce is not regulated by the Interstate Commerce 
Commission. The “channels of commerce theory” was abandoned 
by the Commission in the Determinations case, decided April 13, 
1951. 

H. R. 5823 is as detrimental as the “channels of commerce theory.” 

Having suffered reversals in these attempts to have unrealistic and 
restrictive interpretations adopted in regard to the scope of the 
exemption, the Commission made another attempt. 

It decided to consider separate commodities, tagged individually, 
as being manufactured commodities. Some rather unusual results 
came from this new approach. 

It found that scarified seeds were not agricultural commodities but, 
rather, manufactured products thereof. Doubtless, all of you are 
aware that the scarifying of seeds consists of nothing more than 
scratching of the seed ‘in an effort to promote germination. 

From this decision comes an unusual result. This Commission has 
produced a manufactured commodity that is capable of reproducing 
itself. Without burdening this subcommittee with further illustra- 
tions, it will suffice to say that an examination of the Commission’s 
decisions will disclose many more unusual results. 

The next step was the issuance by the Interstate Commerce Com- 
mission of a series of orders prescribing rules and conditions designed 
to regulate leasing operations. 

Its order of Ma iy 8, 1951, among other provisions, prohibited the 
leasing of vehicles for less than a 30-day period. 

After many protestations, Congress took up the matter and, follow- 
ing exhaustive hearings before both Senate and House committees 
extending over a period of about 3 years, Congress, in August of 
1956, fins lly enacted Public Law 957 which specific ally exempts agri- 
cultural haulers from the 30-day tr ip-leasing limitation. 

The defeat of the Commission in its efforts to interpret the ex- 
emption so as to nullify its benefit to the farmer and the consumer 
has resulted in charges that the exemption has been broadened by 
court decision. 

I take issue with this charge. The simple fact is that the courts 
have only given a reasonable ‘and sensible inter pretation to the con- 
gressional pronouncement and attempted to effectuate the manifested 
congressional intent. 

An informative discussion of the legislative history of the agri- 
cultural exemption and of the Commission’s s many efforts to nullify 
this exemption is contained in the opinion of Judge Henry N. Graven, 
of the United States District Court for the Northern District of Low %, 
in Interstate Commerce Commission v. Allen E-. Kroblin (113 Feb. 
Sub. 559). 

This opinion details also the numerous attempts of the Commission 
and the regulated carriers, both motor and rail, to persuade Con- 
gress to restrict the exemption. 

I believe that exempt carriage is the only method of transportation 
for the interstate transportation of many agricultural commodities, 
if the movement of these commodities is to be conducted effic iently 
and at the lowest reasonable cost. 
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Movement of many agricultural commodities is seasonal in that 
the bulk of the transportation occurs during the harvesting and 
marketing season. May I illustrate with tobacco? 

I would like to say at this time, Mr. Chairman, that 80 percent of 
what I am going to talk about now is interstate. It is not intrastate. 

The usual method of marketing tobacco is for the farmer to take 
his tobacco to a local auction sales floor. The vast majority of these 
movements are intrastate movements, performed by farm trucks and 
small truckers. 

From the auction sales floor the tobacco is moved to redriers, where 
it is subjected to a redryi ing process whereby the moisture content of 
the leaf is standardized. 

It is then packed in hogsheads. A substantial portion of the move- 
ment from auction sales floors to redriers is interstate in character 
and is performed by exempt carriers. 

Redrying plants do not contain adequate storage facilities, and it 
is, therefore, imperative that transportation be immediately available 
for the movement of the redried leaf tobacco from the redriers to 
storage facilities. 

Storage facilities are located in many States. Exempt carriers are 
usually used for the bulk of this movement. 

It can be easily seen that the marketing process which has just been 
described requires that transportation facilities for the movement 
from the auction sales floors to the redriers and from the redriers to 
the storage facilities be readily and constantly available; otherwise, 
the redriers would become blocked, which, in turn, would block the 
auction sales floors and bring the sales to a halt. 

The purchaser of tobacco at the auction sales floors is in the position 
of requiring immediate transportation, but is unable to give anything 
but the shortest notice regarding the amount of equipment which will 
be required to perform the necessary transportation. 

This situation comes about by virtue of the fact that the purchaser 
has no way of foretelling the volume of tobacco in the grades needed 
on a particular day, nor what percentage of the tobacco offered will 
be of the quality w hich he required. 

This situation, beyond the control of the purchaser, requires utmost 
flexibility which certificated motor carriers and rail carriers cannot 
furnish. 

Furthermore, the motor equipment necessary to economically and 
efficiently transport this exempt commodity is not of the same type 
required for the economic and efficient movement of most types of 
traffic which make up the bulk of the certificated carrier’s tonnage. 

Thus, if certificated motor carriers could overcome the great ob- 
stacles of route restrictions and territorial limits, and the shipper 
requirement of immediate movement on short notice in quantities 
which vary greatly from day to day, they would be compelled to invest 
large sums in specialized equipment without the opportunity of full 
utilization of the equipment. 

In contrast, the exempt carrier is not restricted as to routes or the 
areas which he may serve. Therefore, an exempt carrier may follow 
the markets and, thus, minimize the time when his specialized equip- 
ment is idle. 
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The tobacco markets open in the western portion of Tennessee and 
Kentucky in January, from there they move to Maryland in May, 
closing in Maryland on August 5. 

Then they open in Florida and Georgia on July 15; in South Caro- 
lina, August 2; in eastern North Carolina, August 16; in the Middle 
Belt of North Carolina on August 23; and in the Old Belt of North 
Carolina and Virginia on September 13. 

The burley markets open on November 30 in Virginia, North Caro- 
lina, Kentucky, Tennessee, West Virginia, Ohio, Indiana, and 
Missouri. 

In addition to all of these markets, there are markets in Louisiana, 
Wisconsin, and Connecticut. 

Thus, even though sales are operating simultaneously in more than 
one State, the overall picture is such that the exempt carrier with 
ea of movement by intelligent planning can utilize his equip- 
ment sufficiently to make the operation economically feasible. 

On the other hand, a certificated carrier not being in a position to 
follow the markets due to area and route restrictions is unable to do so. 

In order that you may have some insight into the volume of tobacco 
which must be moved in a very short period of time, I should like to 
call your attention to the fact that 505,760,450 pounds of burley 
tobacco were, in 1956, sold and moved almost immediately to redriers 
and thence to storage facilities. 

The burley sales to which I refer were those which operated in Ken- 
tucky, Tennessee, Ohio, North Carolina, Virginia, West Virginia, 
Indiana, and Missouri, the markets opening November 30. The major 
portion of the tobacco was sold in approximately 30 marketing days. 

The marketing of fresh fruits and vegetables is another instance 
where vast quantities of agricultural commodities must be moved long 
distances. 

Here, too, the exempt carrier can follow the markets which begin 
in Florida and move northward. In many cases the movement of fruits 
and vegetables are direct from the farm, which may be well off the 
route that any certificated carrier is authorized to serve. 

It is evident to me, based upon my actual experience, both as an 
exempt carrier and as a certificated carrier, that exempt carriers pro- 
vide more efficient and more economically feasible transportation of 
agricultrual commodities than do certificated carriers. 

It is my personal belief that the elimination or modification or 
restriction of the exemption now in the act will not only result in less 
efficient transportation of agricultural commodities but will adversely 
affect the farmer and the consumer. 

I know that, if the Yeary Co. should be forced by the elimination 
or restriction of the exemption to conduct all of its carriage pursuant 
to the certificate which we now hold, the price of our transportation 
will necessarily be increased. 

It seems reasonable to me that shippers using our service would be 
forced either to increase the price to the consumer or reduce the price 
paid the farmer. 

The first alternative appears out of the question, with the present 
high cost of living. The second would further reduce the income of a 
large segment of our population now having great financial difficulty. 
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Furthermore, this view is apparently concurred in by the United 
States Department of Agriculture and all four of the major farm 
organizations and many national and regional commodity organiza- 
itons throughout the country based upon their testimony before con- 
gressional committees when prior proposals to repeal or restrict the 
agricultural commodities exemption have been before Congress. 

The mere fact that a commodity is an exempt commodity does not 
mean that regulated carriers may not compete for the traflie. 

There are no statutory prohibitions against regulated carriers trans- 
porting exempt commodities and regulated carriers need not lose the 
traffic if their rates and services are competitive. 

The Interstate Commerce Commission estimates that there are 
between 30,000 and 40,000 truckers engaged in the transportation of 
exempt agricultural commodities. Insofar as I have been able to 
ascertain, “there is no national organization representing these in- 
dependent trucker’s of exempt agr ‘cultural commodities. 

Insofar as I have been we to determine there is no organization 
which represents a substantial percentage of these carriers. 

There are 1 or 2 small organizations which represent a few exempt 

‘arriers but each, as I understand it, is primarily interested in problems 
that are local in character or restricted to a small number of commod- 
ities. 

It is not my intent to leave the impression with this committee that 
I am authorized to speak for these unorganized truckers. 

My appearance here is to express my views and those of exempt 
truckers with whom I have had occasion to talk. I feel secure in 
stating that no one is authorized to speak for the vast majority of 
the agricultural haulers in the country 

We look to Congress to protect us, as small-business men, as well 
as the farmers and the consumers who compose the backbone of this 
great country. 

There are some Americans who are economically able to maintain 
lobbyists to look after their interests in Washington, but the vast ma- 
jority, including myself are not. We must depend upon Congress 
to protect our interests. 

H. R. 5823 specifies that “live poultry” is to be exempt. At the 
present time both live and dressed poultry are exempt. The effect 
of naming “live poultry” is therefore restrictive. 

To sustain this fact it is only necessary to consider the actions of 
the Interstate Commerce Commission with respect to the term “ordi- 
nary livestock” now contained in section 203 (b) (6). 

The Commission held the term “ordinary livestock” was not in- 
tended to embrace show horses, racehorses, or slaughtered animals. 

It follows, if the Commission had before it for interpretation this 
bill containing the term “live poultry” I am confident they would find 
“dressed poultry” to be nonexempt. 

If this theory were expanded, it could result in removing practically 
all agricultural commodities from the exemption. 

For example, when an apple is picked from a tree, or an onion is 
pulled from the soil, these items have been separated from the source 
of their life and growth. They may be assumed to be dead, just as 
dressed poultry and become nonexempt if not in the actual possession 
and control of the producer. 


26170—58——_5 
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If the Commission found to the contrary this poses the question : 
— should a chicken lose its exempt status when it loses its life, if an 
apple or an onion does not ? 

. R. 5823 proposes that those unmanufactured agricultural com- 
modities which retain their exempt category would lose their exemp- 
tion at the point where they first pass out of the “actual possession and 
control” of the producer. Serious consideration should be given the 
word “actual.” 

If this bill is enacted, as presently written, there are those who may 
contend, with considerable merit, that when the agricultural com- 
modity is loaded upon a for-hire vehicle at the edge of the field where 
it was produced, that actual possession and control has passed from the 
producer. 

Under such an interpretation, the exemption would be lost at the 
point of production. 

Under the present act the exemption follows the commodity so long 
as the commodity retains an unmanufactured status. 

Any change of this provision will result in discrimination between 
shippers of the same items. Apples shipped by an owner-producer 
would be exempt. 

But following a sale by the producer the very same apples though 
moving in the same vehicle would be subject to regulation. Agri- 
cultural commodities are often consigned by producers to Commission 
merchants to be sold on distant markets. 

Would these commodities be treated as in the actual possession and 
control of the producer ? 

Many producers sell their agricultural commodities on the farm 
while others ship to market. In many cases buyers contract for 
agricultural commodities on a basis of furnishing seed, fertilizer, feed, 
or even baby chicks or turkeys before the commodity is actually grown. 

It follows that ownership or possession should have no control or 
effect upon transportation. Changes of ownership in transit of many 
agricultural commodities occur and railroad transit tariff contain 
provisions for this. 

In short I do not believe it to be good legislation to say it is exempt if 
A has actual possession and control and not exempt if B has actual 
possession and control. 

The 70th Annual Report of the Interstate Commerce Commission 
to Congress contains Legislative Recommendation No. 5 As I under- 
stand this recommendation of the Commission it would provide for 
exemption only to primary markets. 

H. R. 5823 proposes to limit the exemption to those items in the 
“actual possession and control” of the producer. 

The bill does not appear to be consistent with the legislative 
recommendation. 

H. R. 5823 contains no grandfather provision to protect those who 
have been engaged in the transportation of exempt agricultural com- 
modities. 

If the transportation proposed to be deleted from the exemption is 
placed under the regulatory control of the Interstate Commerce Com- 
mission, it would immediately become necessary for those carriers to 
obtain operating authority from the Commission or discontinue 
business. 
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In many instances carriers presently transporting agricultural 
commodities would seek other livelihood rather than to endure the 
slow, long, tedious, and costly processes necessary to obtain Commis- 
sion authority to conduct their operations. 

It follows that the presently available transportation. would be ma- 
terially reduced by the proposed legislation. ; 

In those instances where the present carriers of ae agricul- 
tural commodities were willing to struggle through the tedious proc- 
esses necessary to obtain authority they will also be confronted with 
a most difficult problem, that of obtaining the necessary territorial 
authority of such latitude and magnitude as would permit them to 
conduct their current flexible operations and to operate in an eco- 
nomical and efficient manner. 

A carrier presently operating under the exemption and desiring to 
obtain authority from the Commission would incur the expenses of— 

1. Employing counsel at great expense. 
2. Filing an appropriate application. 
3. Presenting sufficient acceptable testimony at a hearing, 
which is made most difficult. 
4. Preparing and filing statements, exhibits, records, and 
briefs. 
5. Overcoming the formidable opposition of the rails and reg- 
ulated motor carriers. 
6. Likely finding it necessary to take the case before a division 
of the Commission or the entire Commission. 
7. Lastly resorting to the courts. 
Even in those cases where they were so fortunate as to obtain suffi- 
cient authority they would then have to bear the expense of main- 
taining tariffs. 

In those instances where authority was obtained territorial limita- 
tions would likely require interchange of equipment or lading to 
properly conduct such an operation. 

This would require terminal facilities at the extremities of the au- 
thorized operation. Such terminal facilities entail the continued ex- 
penditure of large sums. 

Such initial and continued expenses can well be expected to be a 
strong deterrent to many presently engaged in the transportation of 
exempt agricultural commodities. 

There can be no other result than a substantial increase in the cost 
of transportation of agricultural commodities should H. R. 5823 be 
enacted. 

The railroads and the regulated carriers constantly seek to narrow, 
restrict, or destroy the exemption. 

It is my belief that such a position on their part has no other pur- 
pose than to gain control of the transportation of agricultural com- 
modities even though it be at the expense of the producer and 
consumer. 

There is no statutory prohibition which prevents either the rails 
or regulated motor carriers from now transporting exempt agricul- 
tural commodities. 

In fact, many regulated motor carriers do: now transport these 
commodities. Due to exempt carrier competition these regulated car- 
riers now transport agricultural commodities at a much lower rate 
than they transport the regulated commodities. 
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The effect of H. R. 5823 will be to practically remove the exempt 
carrier from the field, thereby reducing competition with the result 
of a severe impairment of available transportation facilities and an 
increased cost to the producer and consumer. 

Such legislation in my opinion does not benefit either the producer 
or the consumer and reduces competition at the expense of the small- 
business man. 

I appreciate the courtesy extended to me by the subcommittee in 
permitting an expression of my views. 

Mr. Rogers. We thank you for a very clear and detailed exposition 
of your statement. The Chair recognizes the gentleman from Cali- 
fornia, Mr. Younger. 

Mr. Youncer. Mr. Yeary, you mention about operating 100 pieces 
of equipment, and then at the peak period you operate approximately 
160 units. I take it that the extra 60 units are leased! 

Mr. Yeary. We have an agreement with some cement haulers and 
a few people like that that have seasonal operations as to leasing 
their equipment in their off season, such as livestock haulers. Live- 
stock is not moved during the winter months when our tobacco is mov- 
ing. We have that agreement from year to year with several people. 

{r. Youncer. But they are under a lease basis? 

Mr. Yeary. Yes, sir. 

Mr. YounceER. Not just on a trip basis. 

Mr. Yeary. No, sir. We do not operate under trip lease at all. 

Mr. Youncer. And the equipment which you lease is also certifi- 
cated equipment ? 

Mr. Yerary. No, sir. The equipment that we lease is individual 
equipment, or equipment that has been used to haul other commodi- 
ties. Maybe 1 man might have 10 pieces of equipment. 

Mr. Younger. I know, but if he is not hauling livestock at the time, 
would he have a certificate to operate as an exempt carrier or would 
he have a certificate to operate ? 

Mr. Yeary. For instance, as I mentioned a cement hauler if we 
lease equipment from a cement hauler, his operation is wholly intra- 
state. 

Mr. Youneer. In other words, practically all the equipment you 
lease, then, is equipment that is not certificated by the ICC? 

Mr. Yeary. That is correct. We have some occasions where it is. 

Mr. Youncer. But the 100 you operate are certificated. 

Mr. Yrary. Yes, sir, under this agricultural products setup. 

Mr. Younaer. You say: 

It is evident to me, based on my experience both as an exempt carrier and as 
a certificated carrier, that the exempt carriers provide more efficient and more 


economically feasible transportation of agricultural commodities than do the © 


certificated carriers. 
Why? 

Mr. Yrary. The reason I state that is that at one time I held a 
certificate as a common carrier between Huntington, W. Va., and 
Louisville Ky., and I knew all the ramifications that were involved in 
that. I knew we had to stick to our routes, we had to file our tar iffs, 
and it was very expensive. We maintain the safety program that we 
did when we were a common carrier. But the other things that are 
involved in it in the way of sticking to your route, taking care of 
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claims and things of that sort, we found a lot of problems and very 
expensive. : 

Mr. Youncer. You say in your present operation, you are the owner 
and holder of an Interstate Commerce Commission certificate. 

Mr. Yeary. That is correct. 

Mr. Younger. In other words, does that indicate that you are a 
certificated operator ? 

Mr. Yerary. That is right. We are on file at the Interstate Com- 
merce Commission as a class I carrier. We make all the records that 
are necessary as a class I carrier. 

Mr. Youncer. As such you cannot do as efficient a job as an exempt 
carrier ? 

Mr. Yeary. That is correct. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Rocers. Mr. Yeary, I believe you said in your statement that 
you have permits to operate in quite a number of States. Your prin- 
cipal office is Kentucky but you haul into other States? 

Mr. Yeary. Yes, sir, that is where we are domiciled. 

Mr. Rogers. And back into Kentucky ? 

Mr. Yeary. That is correct. 

Mr. Rogers. Can you haul between the other States ? 

Mr. Yeary. Not under this certificate. That is why I state that 
we have a more flexible operation. We can pick up a load in New 
York and we can move it to Wisconsin. According to the certificate 
we can only pick up in New York and go to Kentucky or vice versa. 

Mr. Rocers. What would be your feeling if the matter could be 
worked out where you could obtain the right to move the load from 
New York to Wisconsin, if you picked it up under a certificate ? 

Mr. Yeary. That is part of my reason for making this statement. 
In this bill there is no assurance of any grandfather clause that could 
be worked out. I have tried many times to obtain a certificate and 
it has been almost impossible. 

Mr. Rogers. You say it has been almost impossible ? 

Mr. Yrary. It has. I have been turned down at least three times 
by the Commission. 

Mr. Rogers. As far as your operations between Kentucky and some 
other State are concerned, the passage of this bill would not affect 
you very much ? 

Mr. Yeary. As far as our operation between Kentucky and the 
other States, it would not. 

Mr. Rogers. Mr. Yeary, let me ask you this, since you are operating 
in both categories. You mentioned something about the increase 
in the cost of these products. Can you give us some estimate per- 
centagewise as to what you think would be the increase in the cost 
of, we will say, a tobacco operation ? 

Mr. Yrary. On the last survey we made in preparing a statement 
before the House committee here, taking into account a general 
commodity or any commodity, and then taking into consideration the 
reason for truck transportation which has been mentioned, the in- 
crease in tariff, there is about 33 percent difference. In other words, 

one commodity is about 33 percent higher than the tariff on tobacco 
today due to the truck competition on tobacco under the exemption. 
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Mr. Rocrrs. You feel that there would be a similar increase in the 
cost insofar as other products are concerned ? 

Mr. Yeary. Certainly there would have to be. There would be 
an increase as far as the Yeary Transport Co. is concerned in acquir- 
ing tariff. A lot of our tobacco during the season is moved in 30 
days. A lot of time, as the Chairman ‘of the Interstate Commerce 
Commission testified this morning, it would take 30 days to wait 
for a rate to be approved. Suppose one of the tobacco companies 
had to move to a point where there was no tariff on file; we could 
not touch it. It would have to sit there. There would not be any- 
one that could. 

Mr. Rocers. Do you have any further questions, Mr. Younger? 

Mr. Youncrr. No. I very frankly can’t digest all of the ramifi- 
cations of your operations. Did you not appear once before when 
we had a trip-leasing bill? 

Mr. Yrary. No; I was before the House before. I was before 
the Senate Small Business at one time. 

Mr. Youncer. Did you not appear before our committee here when 
we had the trip-leasing bill ? 

Mr. Yrary. No; it was before the House. 

Mr. Youncer. This is the House. 

Mr. Yrary. A House committee, but it was not on trip leasing. 

Mr. Youncer. That is all. 

Mr. Rocers. Thank you very much, Mr. Yeary. 

Mr. Yeary. Thank you, sir. 

Mr. Rocers. Our next witness will be Mr. William Augello, coun- 
sel for the National Fisheries Institute. 

(No response. ) 

Mr. Rogers. Mr. Matt Triggs, American Farm Bureau. Is he 
in the committee room ? 

Mr. Harmonson. Mr. Triggs had the understanding that he would 
not be called until Thursday. He had an all day conference sched- 
uled for today. 

Mr. Rocers. I wonder where he got than understanding. 

Mr. Harmonson. I think he understood from the office. I do not 
know with whom he talked. 

Mr. Rogers. Thank you, sir. 

Mr. E. F. Stevenson, National Council of Farmer Cooperatives. 
Is he here? 

Mr. Harmonson. I am with the National Council of Farmer Co- 
operatives. Mr, Stevenson is coming from Lansing, Mich. In my 
conversation with the office, I understood that he would not be 
reached. 

Mr. Rocers. It seems that we are making faster headway than we 
usually make in these committees, so that is all right. 

Mr. Gordon Zimmerman, National Grange. Is he present? 

( No response. ) 

Mr. Rogers. Mr. Durward Seals, traffic manager, United Fresh 
Fruit and Vegetable Association. 

Mr. Seats. Yes, sir. 

Mr. Rogers. You are w elcome, Mr. Seals. 

Mr. Seats. Thank you, sir. 

Mr. Rocers. Will you identify yourself for the purposes of the 
record, and you may proceed. 
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STATEMENT OF DURWARD SEALS, TRAFFIC MANAGER, UNITED 
FRESH FRUIT & VEGETABLE ASSOCIATION 


Mr. Seats. Yes, sir. My name is Durward Seals. I am traffic 
manager of the United Fresh Fruit and Vegetable Association. This 
is a national trade association, with headquarters in Washington, 
D. C., having nearly 2,800 members, residing in all of the States, 
who are engaged in growing, packing, shipping, and distributing 
fresh fruit and vegetables. 

Because. of the nutritive value of fresh fruits and vegetables, their 
necessity in a balanced diet, and their significance as protective foods, 
they play an important part in the food supply of this Nation. The 
growing population has caused more production which, in turn, has 
necessitated more transportation service. The importance of this 
service to the national economy is clearly evidenced by the fact that 
fresh fruits and vegetables represent about one-fourth of the total 

; : : ; aes me 
average per capita consumption of food in the United States. 

H. R. 5823 is designed to amend section 203 (b) (6) of the Inter- 
state Commerce Act so as to eliminate therefrom the provision which 
exempts from complete regulation under that act the motor vehicles 
used in transporting various named products. At present the ex- 
emption provided by section 203 (b) (6) reads as follows: 

Nothing in this part, except the provisions of section 204 relative to qualifi- 
cations and maximum hours of service of employees and safety of operation 
or standards of equipment shall be construed to include * * * motor vehicles 
used in carrying property consisting of ordinary livestock, fish (including shell- 
fish), or agricultural (including horticultural) commodities (not including man- 
ufactured products thereof), if such motor vehicles are not used in carrying 
any other property, or passengers, for compensation * * *. 

By the terms of H. R. 5823 the exemption would be altered to read 
as follows: 

Nothing in this part, except the provisions of section 204 relative to qual- 
ifications and maximum hours of service of employees and safety of operation 
or standards of equipment shall be construed to include * * * motor vehicles 
used in carrying property consisting of ordinary livestock, live poultry, fish 
(including shellfish), or agricultural (including horticultural) commodities 
(not including manufactured products thereof or frozen foods) from the point 
of production to a point where such commodities first pass out of the actual 
possession and control of the producer, if such motor vehicles are not at the 
same time used in carrying any other property, or passengers, for compen- 
sation. For the purpose of this paragraph the point of production for fish 
shall be deemed to be the wharf or other landing place at which the fisherman 
debarks his catch, and the point of production for agricultural commodities 


shall be the point at which grown, raised, or produced, or the point at which 
the fish or agricultural commodities are gathered for shipment. 


At its annual convention in January 1958, our association, concerned 
lest its members be deprived by legislation of the flexibility, efficiency, 
and economy of the services of the “exempt” haulers in the carriage 
of their fresh fruits and vegetables, adopted a resolution in which it 
affirmed its belief in the necessity for maintaining the historical 
exemption from regulation (except as to safety and hours of service) 
of the carriers of fresh fruits and vegetables and in which it authorized 
its officers to take appropriate action looking to preservation of that 
exemption. In furtherance of that resolution, I am offering this 
statement in opposition of H. R. 5823. 
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The “exempt” haulers, who are now free to operate wherever they 
may elect, have performed an indispensable transportation service 
for our industry. Their ability to travel on short notice to a given 
producing area and to transport its perishable products to any given 
destination or series of destinations which the producers might 
specify, has enabled them to provide a flexible and invaluable mode of 
transportation which has not been, and could not now be, performed 
by the railroads or by the certificated motor carriers. Without this 
type of transportation, many producers would have found it necessary 
to curtail production or to leave their crops in the fields because of 
their inability to obtain, when needed, a sufficient number of suitable 
rail refrigerator cars or sufficient suitable motor-carrier equipment 
for the transportation of these fresh fruits and vegetables. 

It must be remembered that fresh fruits and vegetables are highly 
perishable; that most of them cannot be stored for long periods or 
carried over from one season to another; and that many of them (as, 
for example, berries and leafy green and yellow vegetables) cannot be 
stored at all, but must be harvested and sent to market immediately. 
Expedited transport has always been considered a must in our in- 
dustry. Hence it is extremely important that the growers, packers 
and shippers have available to them at the many thousands of w idely 
scattered points of production a large number of motor carriers who 
can transport the traffic to whatever destination may eventually be 
chosen by the shipper. 

Almost 3 years ago it was estimated that there were between 
1,300,000 and 1,500 000 carload equivalents of fresh fruits and vege- 

tables being transported annually by rail and by motortruck from 
producing areas to markets, and that, of this quantity, from 500,000 
to 700,000 carlot equivalents moved by motortruck. The exact figures 
as to the total movement of fresh fruits and vegetables by motor carrier, 
including certificated and private motor carriers, are not available, 
but it is a matter of common knowledge that a very large proportion 
of the tonnage of fresh fruits and vegetables is moved by the “exempt” 
hauler. And, as I stated previously, the growing population has 
caused greater production and has thus nec essitated more tr ansporta- 
tion service. 

H. R. 5823 embodies many objectionable features. First I should 
perhaps mention that our attorneys tell us that there is grave doubt 
whether it is constitutional. W hen ‘the Motor Carrier Act, 1935 (now 
pt. IT of the Interstate Commerce Act), was enacted in August 1935, 
it contained a grandfather clause (sec. 206) by virtue of which all 
motor common carriers which could establish that they had been in 
bona fide operation prior and subsequently to the “grandfather” date— 
June 1, 1935, over a route or routes or within a given territory, were 
issued a certificate by the Interstate Commerce Commission without 
further proof. 

In United States v. Maher (307 U.S. 148) Mr. Justice Frankfurter 
stated of the grandfather clause that “By this legislation Congress 
responded to the felt need for regulating interstate motor transporta- 
tion through familiar administrative devices, while at the same time 
it satisfied the dictates of fairness by affording sanction for enterprises 
theretofore established.” It satisfied the dictates of fairness in re- 
spect to enterprises which had never theretofore been subject to Federal 





" 
f 
: 
tie 
> 
i 








ww 


— rot eK 


O eh 


-_ 
er 


y 
or 


ho 
be 


en 

re- 

ym 

100 
res 
er, 
le, 
ion 
ot” 
nas 
ta- 


uld 
ubt 
LOW 
35, 
all 
. in 
isi 
vere 
out 


rter 
ress 
rta- 
‘ime 
*1ses 
re- 
eral 





INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 67 


regulation, and it is possible that the Motor Carrier Act, 1935, would 
have been constitutional even if it had not contained the grandfather 
clause, but here we have literally thousands of exempt haulers which 
have engaged in this type of transportation on the strength of previous 
legislation and in effect have been given a franchise. As H. R. 5823 
stands, they would be abruptly deprived of their operating rights and 

roperty. Iam not a lawyer and not in position to argue this point, 

ut I feel certain that the members of the subcommittee will agree with 
me that if the proposed legislation is not unconstitutional, it at least 
constitutes cruel and unwarranted punishment of the exempt haulers. 

The second of the highly objectionable features—and definitely the 
most objectionable of all—is that the exempt haulers, in the absence 
of a grandfather clause in the proposed legislation, would be imme- 
diately put out of business. Their only possible recourse would be to 
apply to the Commission for an opportunity to establish that public 
convenience and necessity would require their services for the future. 
But under the required procedures of the Commission that would be 
an arduous and expensive undertaking, even in the extremely doubtful 
event of successful termination of the litigation—so arduous and so 
expensive, indeed, that it would be utterly impossible for the vast 
majority of the owner-operators who constitute the preponderance 
of the exempt haulers. 

That would mean, then, that our shippers would have available to 
them, for the transportation of their fresh fruits and vegetables, noth- 
ing more than the services of the railroads and of those motor carriers 
which hold certificates from the Commission. But those services 
would be wholly inadequate. Witness, for example, that through the 
years there has been a steady decline in the ownership of the RS-type 
refrigerator car, which is the bunker type of car most commonly used 
for the transportation of fresh fruits and vegetables, as evidenced by 
the fact that as of January 1, 1939, there were 123,958 RS-type refrig- 
erator cars in service, that as of January 1, 1952, there were 102,679 
such cars, or a decrease of 21,279 cars, and that as of January 1, 1958, 
there were 93,502 RS-type refrigerator cars, of which about 5 to 5.5 
percent are regularly out of service awaiting repairs. Yet, as I said 
at the beginning of this statement, along with this steady decline in 
the number of available rail cars have come an increase in production 
of fresh fruits and vegetables and a consequent increase in need for 
transportation service. 

And witness further that the certificated motor carriers would be 
equally powerless to meet the needs of our members. Not only are 
the vast majority of the certificated motor carriers limited by their 
certificates to the carriage of described commodities, but they are 
limited also to described routes, or described points, or described 
territories. Whereas at present our shippers have available to them 
an almost inexhaustible supply of transportation by exempt haulers, 
who are free to transport from any point or area to any point or 
area, H. R. 5823 would mean, using as illustrative a call for immediate 
transportation of fresh fruits or vegetables from Florida to any of 
the Eastern States, that only those few motor carriers holding a 
certificate specifically naming or embracing the origin in Florida 
and the destination in the East could answer the call, even if we 
were to assume, contrary to the fact, that they had at hand the neces- 
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sary supply of equipment. For emphasis, I repeat that there are 
few such carriers. There can be no question that the effect upon 
our shippers would be disastrous. 

I should explain also that, even if H. R. 5823 were amended so 
as to include something in the nature of a grandfather clause cover- 
mg the operations of these exempt haulers, the position of our 
shippers would be but slightly improved. Presumably such a clause 
would provide—as does the grandfather clause placed in the Motor 
Carrier Act, 1935—for restricting each exempt hauler to operations 
“over a route or routes or within the territory” over which or within 
which it had been in bona fide operation. Pursuant to that restric- 
tion, the Commission, by either formal and informal procedure, 
would limit all the exempt haulers to the territory within which they 
had continuously rendered a substantial service prior to and subse- 
quently to whatever grandfather date might be fixed by the law. If 
such carriers were then unable to establish that they had operated 
with regularity or frequency within a given territory, they would be 
denied authority to operate there thenceforth. 

It is fair to assume that the exempt haulers of fresh fruits and 
vegetables, who do not confine themselves at any given time to any 
given territory, would find it literally amposible to prove, in response 
to a grandfather amendment on H. R. 5823, that they had operated 
regularly or frequently in even substantial portion of so vast a 
Nation as ours and would thetelons find themselves holding certi- 
ficates to operate in a limited area only. As a consequence both 
they and our shippers would suffer almost immeasurably. 

There is the further unfortunate fact that under H. R. 5823—even 
if it were amended to provide a grandfather clause—the shipper would 
frequently be deprived of the | opportunity to test the intermediate 
markets. As I have just said, fresh fruits and vegetables must move 
when ready. They cannot be held in the field or orchard while await- 
ing a better market. They must be placed in transit, whatever the 
state of the market. Faced with this uncertain prospect, the shipper 
must be given the widest possible latitude for disposition of his prod- 
ucts. In this respect, these products differ radically from the ordinary 
so-called dry freight. 

By the use of the exempt haulers, the shipper of fresh fruits and 
vegetables has available to him an opportunity to start his products 
moving until he finds a market at which they can be sold to advantage. 
This is because there is no restriction upon the territory which the 
exempt hauler may serve. One simple example will suffice to establish 
the embarrassment and financial loss which the producer or shipper 
might suffer if he did not have always at hand a carrier which could 
make deliveries anywhere at all. 

A shipper in Harlingen, Tex., who has not arranged a sale but 
must start his perishables moving, will forward a truckload by exempt 
hauler to Tulsa, Okla., with the intention of diverting it in transit 
or reconsigning it to some other point if he cannot sell it advantage- 
ously in Tulsa. When the shipment reaches Tulsa, he may be forced 
to try the market in Denver, Colo., let us say. If his shipment is 
moving by an agricultural hauler, he has no problem. He can divert 
or reconsign it to Denver or beyond. But if the exempt haulers have 
been put out of business or br ought under Federal regulation, what- 
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ever carrier happened to be available at Harlingen when the shipment 
had to be = in transit might not have the authority to serve Denver 
or points beyond. 

Lid seldom, if ever would this previously exempt hauler or the 
carriers who are now certificated by the Commission maintain through 
routes with other authorized carriers or arrangements for interchang- 
ing his tailer with a connecting carrier so that the loaded trailer could 
go foward to Denver without breaking bulk. Frequently, moreover, 
shipments of fresh fruits and vegetables are diverted a number of 
times in transit; with each diversion, the necessity for having available 
the flexible service of a carrier which is not held to a limited destination 
territory becomes greater. Only the exempt hauler can render this 
elastic service from and to the thousands and thousands of points from 
and to which fresh fruits and vegetables are distributed. The fresh 
fruit and vegetable industry must have the services of these exempt 
haulers. It would be quite impossible to overstate their importance 
to our industry. 

Nor should the Congress overlook that if the exempt haulers were 
placed in a virtual geographical straitjacket by confining them to 
given areas of production and given destinations—which would be 
the inevitable result, even with the insertion in H. R. 5823 of a grand- 
father clause—they might very well find themselves at times without 
sufficient traffic to enable them to exist. The recent freeze in Florida 
furnishes an unfortunate example of what I have in mind. Any car- 
rier—and there would assuredly be many—which held a certificate 
to operate solely in the carriage of fresh fruits and vegetables between 
Florida, on the one hand, and our Eastern States or selected Eastern 
States, on the other hand, would have been driven into almost im- 
mediate bankruptcy for lack of flexibility. It could not have shifted 
its operations elsewhere, as it can do today. In transportation par- 
lance, it could not have “followed the traffic.” And other acts of God, 
such, for example, as floods along the Texas coast or protracted 
droughts, could likewise militate against the now exempt haulers if 
they were within inflexible territorial limits. 

Still a third objectionable feature is found in the impact which 
this “channels of commerce” provision of H. R. 5823 would have 
upon present marketing practices. Many examples could be given, 
but a few will suffice to make my meaning clear. If the grower 
sells his fresh fruits and vegetables f. 0. b. the point of origin, then 
under H. R. 5823 there would be no exemption of the transportation 
to ultimate destination. But if a competing grower shipped the very 
same products on commission, as is the practice of thousands of pro- 
ducers, the control would not pass out of his hands until delivery had 
been made an ultimate destination and the entire movement from 
origin to destination would be exempt. Obviously, sales at origin 
would soon become virtually a thing of the past, however desirable 
they may have been in the past. 

Another practice among small growers, in order to obtain the bene- 
fits of truckload rates, is the commingling of part lots of their prod- 
ucts for shipment; but if one desires to ship on commission at desti- 
nation and the other desires to sell f. 0. b. point of origin, the grower 
desiring to ship on commission would be deprived of the services of 
the exempt hauler. 
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Joint ownership and control by grower and receiver, another com- 
mon practice in the disposition ‘of fresh fruits and vegetables, fur- 
nishes an additional example of the almost countless difficulties in- 
herent in any definite interpretation of H. R. 5823, difficulties which 
would inevitably lead both to discrimination as between the various 
types of receivers of the fresh fruits and vegetables at various points 
along the marketing channels and, therefore, numerous radical 
changes in marketing practices. 

In order to shorten this phase of my statement to the greatest pos- 
sible extent, I append hereto, as exhibit A, a chart prepared by the 
Bureau of Agricultural Economics of the Department of Agriculture, 
entitled, “Marketing channels for fresh fruit and vegetables based 
on estimated percentage of total sales, United States, 1939,” which 
demonstrates graphically the complexities of the marketing ‘of fresh 
fruits and vegetables. There can be no question, manifestly, that 
these historical marketing channels would be completely disrupted 
under this proposed legislation. 

(The information referred to follows :) 
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Mr. Seats. Still a fourth objectionable feature would become prom- 
inent if, as we understand to be impending, an effort should be made, 
pursuant to the Commission’s 69th annual report to the Congress, 
to persuade the subcommittee to amend H. R. 5823 by confining the 
exemption to domestic traffic. It is an accepted practice of long 
standing in the fresh fruit and vegetable industry to commingle do- 
mestic fresh fruits and vegetables with those grown in foreign coun- 
tries and shipped into the United States. Frequently this is done 
at the point at which the foreign grown product enters the United 
States, and at other times the domestic and foreign products are re- 
packed at some intermediate point and shipped beyond. If H. R. 
5823 were so amended as to exclude foreign products from its terms, 
then such repacking and commingling of foreign products with do- 
mestic products could be practiced at ultimate destination only. Here 
again the industry would be required to change a practice which has 
been found to be of value over the years. 

Lest the subcommittee might erroneously conclude that the volume 
of this foreign traffic susceptible of being repacked and commingled 
for shipment with domestic products is inconsiderable, I append, 
marked as exhibit B, a statement by the Bureau of the Census of the 
Department of Commerce which discloses that the volume is large 
and important. 

(The information referred to follows:) 


ExuIsit B 


United States Imports of Fresh Fruits and Vegetables for Consumption—Calen- 
dar Year 1956 (From Foreign Countries Only ) 


FRESH VEGETABLES 


Commodity : Net quantity 
aha 6 isd oh cece edition enn nad pounds... _ 3, 542, 889 
I oie niet dont once inl seceding niin hip mss Ae do__.__ ‘6, 933, 046 
White potatoes (certified seed) ~.--.---___---____-_._-_ do____ 166, 703, 645 
pf ee ee ae a a cy eae do___. 111, 370, 030 
TINS Soc tntit cetera Eh ttetipeniswe bdic Shannan do..... 17, Bis, Gs 
Terns ant Tutavages...fn. ni 6 ej. nnn - do___. 105, 751, 875 
I a ruiiai ckeksiadetehiciaiepenelile ita aidinh uh da ds inan ibibo ane acdpinssegl do_._.. 94, 970, 075 
IE oie its ec eneask ce adh april rabiine apie as ese iste ce do__.. 26, 437, 050 
CRONE I oe hk ie i A atic tinea gia wnbawe @6..2- 4, 256 
a aes ahi lectus nce Opes ea bvibahe ip dal casaweniingghs en aaa do..... 1,488, 872 
SSE ee ee ee dois: 1,42, 905 
OS ee A A Ae ae Gx 305, 241 
COORG cok re cence en tans ed wn sto semen nena do__-_ 2,490, 578 
Peppers .._...------~....--- + --+5.-45--—.2------------- do_._.__ 6, 186, 256 
Mesolant ......é-..--..........-aenens---~--~-------=- do___. 1, 995, 678 
SCONES 2 hen nn neem hea ckoioe juni saaneee do__.. 43, 548, 091 
Squash —........----.------------------------------- GOs 41, 377 
BPUGOD ann ec ke nn Si ee et se enna do_._.. 8,918, 429 
Horseradish .......~...-...- 6256-25 ---~--~-------- 20.65 20, 214 
CCFO on ikcictcmm sie wenancn a nteeenesnsnean mene nee do_...__ 7, 380, 359 
Sn ak a en ebaedicerpaauacdaaiall Osc 164, 680 
Oclery ........~..-~-~<-...-..+~--------------- i aaiaasanilde OO sci 105, 91 
Vegetables, fresh (miscellaneous) ~-...---------------- do... 6, 120, 067 
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12, 889 
33, 046 
3, 645 
0, 030 
7, 021 
1, 875 
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4, 256 
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7, 997 
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FRESH FRUITS 
Commodity—Continued 


MANONAS ease is clk cies anes bunches__ 46, 228, 863 
Grapefruit and pomeloes__......-~.......-...__.- pounds__ 38,917, 064 
TORII 5 ie eitsidien tie i cle iste hai hi eatihichiablc dt SES ipa OO sidinics 43, 887 
DOO ch ais nke in cited ah di dace tates ab ante beet Sice mba peel do... 3,862, 967 
CERT UN hii ae shite ecermenitah cthipnibblenepbitbbend biel: oN gk pounds_.__—1, 853, 063 
Pinedpries ' (itt. crates) 2.20 i ea ee crates__ 698, 661 
Pineapples: (Oui ) uncon i ee ea pineapples_. 13, 015, 965 
Pineapples (not in crates and not in bulk) ------_---- crates__ 4, 495 
III gatas bi prrecannedecxinthe sibijuninadionk itn nieces osetia aa bushels__ 1,179, 430 
NOONEON greta cd Se pounds... 9, 505, 134 
UT RIINON GS. in ie tide ei iccdeede ads. ces ee 102, 314 
PT I ce en alicia tesinemasieclebieg tla bi ihe ea alta Sales ee 165, 827 
PI Ngo cava cen cenentcionnigiggeints peihebapinanecdemipheae aeons do_... 2, 678, 386 
CG iit cic in acinnitcrece di dren chstsialea is tpetttlces tbldlsab atts hbase Mean 6, 048 
CT asa bi iim cite bccn Spee tah eleven a Sede sata al do____ 392, 980 
CUTE, SUOCEIOIG a silane as cn no erinsiseS daiesgrs  meabedind enone cubic feet_- 88 
SN i merinn sini ev iereerth an clcaisan dolninh ugpta ot casereghaoaasageeatennatee ae oo 748, 256 
DR rth er pres wre en a brareeniveccigh niin biainiuomin deaeemnaom nae pounds__ 6, 690 
IE icin wselined eet t atch eeebcs-stges tnt ments pollu tiga ints aia pdaebaciataieee Oia an 56, 661 
are irc P intel cocina es dntenkncetbacshciideae rsateioes oops encepenbenepcsmcsen eal do_.___ 6,032, 100 
PE orice ae lero tegone cteosreesanaloane $ckenssbtligmeginatt seen eae ee eee do_..._ 1, 646, 702 
OI oo ocdecnseaiss-dschtergvesinpaisongusacerabenengcae easiest ae do__.. 51, 920, 885 
i EES RRR ERDAS cept TEI Eee EL MRE SS | do__.. 37, 685, 485 
I onstage pi ep lpcenetne  c eeedl eee do__.____1, 630, 665 
Melons, other than watermelons____......-_._-._-.__- do_... 15, 072, 258 
TI an usa adeeem neg oes oeabgeemetone Gocasek ee ea eee do...._ 6, 191, 192 
Fraps, Prunes ofa ree ee do_... 1, 944, 220 
TIN cus panache cancion erevect te nsszeen eisend: maiidindi ans ee eae ede oe a are do__.. 41, 414, 067 
I aia sig aria wiiae rte che isonigtbre ia aecooa ee ee do_._.. 18, 718, 895 


Source: Report No, FT 110, United States Imports of Merchandise for Consumption, 
Calendar Year 1956, U. S. Department of Commerce, Bureau of the Census. 


Mr. Seats. H. R. 5823 is based on the Commission’s long held theory 
that the Congress intended from the beginning that the “exemption” 
should benefit the farmer by affording relief only “in the transporta- 
tion of his products to the point where they first enter the channels 
of commerce” (report on further hearing in Monark Egg Corp., Con- 
tract Carrier Association, 44 M. C. C. 15), and the bill follows faith- 
full numerous recommendations by the Commission that the “exemp- 
tion” be so amended as to incorporate the “channels of commerce” 
principle. But in an investigation entitled Determination of Ex- 
empted Agricultural Commodities (52 M. C. C. 513), decided April 
13, 1951, the entire Commission rejected this theory by handing down 
the following finding. 


Although the object of the partial exemption as originally framed was to aid 
the farmer in marketing his products, the substitution of the present language 
for the words “unprocessed agricultural products” clearly resulted in a broaden- 
ing of the exemption. That this is so was made plain by the chairman of the 
subcommittee sponsoring the amendment when he stated that pasteurized milk 
and ginned cotton were intended to come within the partial exemption. He 
also indicated that cottonseed would fall within the exemption. It must be 
assumed that Congress was familiar with the practices obtaining in the industry 
incidental to the marketing of these and other agricultural commodities. As 
hereinafter shown, the uncontradicted evidence in this respect is that the 
pasteurization, among other processing, and bottling of milk for sale to con- 
Sumers, is customarily done in dairies in the larger cities throughout the coun- 
try, and that the bulk of the cottonseed is sold by the farmer to the ginners. 
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In the light of these practices and the clear intent of Congress that pasteurized 
milk was to be included in the partial exemption, irrespective of the fact that the 
milk was processed after entering the ordinary channels of commerce, or that the 
cottonseed was sold to the ginner, it is difficult to conclude that Congress in- 
tended that other agricultural commodities, processed (but not manufactured) 
or packaged for consumer use, regardless of ownership, should be treated 
differently. Moreover to hold that the place at which the commodities are 
predominantly processed or packaged is controlling of the applicability of the 
partial exemption would, in many instances, prevent the movement by exempt 
vehicle of items processed or packaged by farmers themselves, a result obviously 
not intended by Congress. 

* * * We conclude that the “channel of commerce” principle is not appro- 
priate for use in determining the applicability of the partial exemption. 


And in /nterstate Commerce Commission vy. Kroblin (N. D. Iowa 
1953, 1138 F. Supp. 599), affirmed (3 Cir. 1954, 212 F, 2d 555, cert. 
den. 348 U. S. 836) on October 14, 1954, the Court had this to say: 


In the present case, the matters of importance are what was the purpose 
of Congress in enacting section 203 (b) (6), and what commodities did it 
intend to include within its provisions? The parties are agreed that the pur- 
pose of section 203 (b) (6) was to benefit the farmers. The amendment was 
not necessary to relieve the farmers of the expense and trouble of complying 
with the regulations of the National Motor Carrier Act where they operated 
their own trucks to transport their produce or farm supplies. 

They were relieved of that trouble by section 208 (b) (4a) and section 
203 (b) (9) of the act. Section 203 (b) (6) provided for exemption for com- 
mercial truckers transporting the commodities therein referred to. It is there- 
fore clear that Congress concluded that the farmers would be benefited by 
having the commercial truckers engaged in hauling farm commodities exempted 
from the certificate provisions of the act. 

In the present case it was claimed in oral argument by counsel for the de- 
fendant and the Secretary of Agriculture that the biggest benefit to the farmers 
of exempting commercial truckers engaged in hauling farm commodities from 
the certificate provisions of the act was the flexibility of operations permitted 
such carriers. 

What the Court there said is fortified by other circumstances, 
some of which I give below. For example, when on the floor of the 
House of Representatives there was a full scale debate of the pro- 
posed “exemption,” Congressman Gillette propounded the following 
query to Congressman Holmes, one of the proponents of the bill: 

What was the object in providing an exemption for carriers of livestock 
exclusively or farm products exclusively? Why not regulate that? What was 
the object of that exemption? 

Mr. Holmes replied : 


The object (of the exemption) was to help the farmer and keep him out of any 
regulation whatsoever insofar as handling unprocessed agricultural products 
or livestock on the farm. As an individual owner he would be exempt anyway 
and would not come under the provision of the bill. 

We have a further example of the recognition by Congress that 
the “channels of commerce” theory is inappropriate in the refusal 
of the Senate Committee on Interstate Commerce to take action on a 
recommendation by the Legislative Committee of the Commission, 
made on May 27, 1939, to ‘Senator W heeler, then chairman of the 
Senate Committee on Interstate Commerce, that section 203 (b) (6) 
be amended to read as follows: 


(6) Motor vehicles used in carrying property consisting of ordinary live- 
stock, fish (including shellfish) or agricultural commodities (not including 
manufactured products thereof) from the point of production to the point of 
primary market, processing, manufacture or transshipment, if such motor ve- 
hicles are not used in interstate or foreign commerce in carrying any other 
property or passengers for compensation. 
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This, obviously, would have limited the exemption to commodities 
in their first movement off the farm and would have seriously re- 
stricted the application of the exemption. The Senate Committee on 
Interstate Commerce took no action upon this recommendation of the 
Legislative Committee. 

And in 1940 the Senate Committee on Interstate Commerce refused 
to take action on a proposal by the Commission’s Legislative Com- 
mittee, made to Senator Wheeler on January 29, 1940, that section 
203 (b) (6) be amended to read as follows 


* * * or (6) the transportation of property consisting of ordinary livestock 
(including poultry) whole fresh fish (including shellfish), or agricultural com- 
modities (not including manufactured products thereof), in the first movement 
from the point of production to the point of sale by the producer, or to the 
point of manufacture or transshipment. The point of production for fish shall 
mean the wharf or other landing place at which the fisherman debarks his 
eatech, and the point of production for livestock or agricultural products shall 
include the point at which they are gathered for initial shipment to the point 
of first sale, manufacture, or transshipment. The point of first sale shall not be 
deemed to include the point of production. 


The subcommittee will note the marked similarity between the lan- 
guage of the above-quoted rejected proposals and the language of 
H. R. 5823. 

On May 28, 1943, Senator Lodge introduced S. 1148. This bill 
would have amended section 203 (b) (6) in the following manner: 

(6) motor vehicles used in carrying property consisting of ordinary live- 
stock, fish (including shellfish), or agricultural commodities (not including 
manufactured products thereof), by the producers of such property or by private 
carriers of property by motor vehicle, if such motor vehicles are not used in 
carrying such property or any other property, or passengers for compensation. 

As will be observed, this bill would have removed all commercial 
transportation from the agricultural exemption and would thus have 
nullified subsection (6) entirely. The bill was never reported out of 
committee. 

A recommendation by the Commission’s Legislative Committee and 
offered by Senator Johnson of C olorado—then. chairman of the Senate 
Committee on Interstate and Foreign Commerce—for consideration 
on April 2, 1952, would have changed section 203 (b) (6) to read 
as follows: 





(6) the transportation of property consisting of ordinary livestock (includ- 
ing poultry), whole fresh fish (including shellfish), or agricultural commodities 
(not including manufactured products thereof), in the first movement from the 
point of production to the point of sale by the producer, or to the point of 
manufacture or transshipment; the point of production for fish shall mean the 
wharf or other landing place at which the fisherman debarks his catch, the 
point of production for livestock or agricultural products shall include the point 
at which they are gathered for initial shipment to the point of first sale, manu- 
facture, or transshipment, and the point of first sale shall not be deemed to in- 
clude the point of production; * * *. 


This, in effect, was a repetition of the recommendations made by 
the Legislative Committee on the Commission in 1939 and in 1940 
that the agricultural exemption be limited to the first movement off 
the farm or the wharf. Again, the Senate committee refused to ap- 
prove these restrictive pr oposals. 

It is quite clear, then, that it was not the intent of the Congress 
when the exemption was made part of the Interstate Commerce Act 
of 1935, or since, that the benefits to the farmer should be those only 
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which would flow to him prior to the entry of his products into the 
channels of commerce. ‘To the contrary, the Congress recognized 
that the benefits to the farmer went far ee that; that they con- 
sisted and consist of the availability to him for the transportation of 
his products from origin to ultimate destination of the flexibility of 
the exempt operations. H. R. 5823 would deprive him of these 
benefits. We earnestly urge that the bill be rejected. 

I bring this statement toward a close with the request that the 
subcommittee bear in mind that the strongest criticism of section 
203 (b) (6) and of the exempt carriers stems from the growing list 
of commodities which have been found by administrative and judicial 
interpretation to fall within the purview of that section. For many 
years after the passage of the Motor Carrier Act, 1935, until there 
came this fairly recent disposition—particularly on the part of the 
courts—to construe section 203 (b) (6) as including a long list of 

various and sundry articles which had never before been believed to 
be the subject of exempt transportation, there had been scant criti- 
cism of section 203 (b) (6). The carriage by— 
exempt haulers of fresh fruits and vegetables, which have fallen within the 
scope of the exemption from the very beginning, cannot be found, therefore, 
to be the real seat of the complaints. 

In support of this last assertion, I respectfully invite the attention 
of the subcommittee to the statement of February 17, 1958, made to 
the Subcommittee on Surface Transportation of the Senate Committee 
on Interstate and Foreign Commerce by Mr. Milton Ratner, president 
of Emery Transportation Co., a regulated motor carrier which operates 
some 550 mechanically refrigerated trailers, and specializes. in the 
transportation of foodstuffs, raw and processed. Mr. Ratner, speak- 
ing as a representative of that : segment of the regulated trucking in- 
dustry which is devoted to the carriage of perishable commodities, 
made it plain that they “would not disturb present exemptions for 
grains, cotton, fresh fruits and vegetables, ordinary livestock, live 
poultry or other raw or prime agricultural commodities,” but, rather, 
would restore conditions as they prevailed “for nearly 20 years prior 
thereto.” On the same date Mr. Cyrus B. Weller, chairman of the 
board of Frozen Food Express, likewise a regulated motor carrier, 
stated to the same subcommittee, speaking for the American Trucking 
Association, Inc., that “We seek no change in the present exemption 
for raw or prime agricultural products or livestock.” 

For all the foregoing reasons, the United Fresh Fruits and Vege- 
tables Association respectfully requests that the subcommittee and 
the Congress do nothing to disturb the traditional exemptions pro- 
vided for carriers of fresh fruits and vegetables. Such action would 
work a great hardship upon our industry without compensating gain 
for any other. 

Mr. Roerers. Thank you, Mr. Seals, for the detailed statement of 
your position. Ihave just 1 or 2 questions. 

Do I understand that if a grandfather clause were put into the 
present pending bill that it would meet with your approval? 

Mr. Seats. It would make it less objectionable but we would still 
object to it; yes. 

Mr. Rogers. Even with the grandfather clause ? 

Mr. Seats. Even with the grandfather clause ; yes, sir. 
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Mr. Rocers. You pointed out at one place the number of refrig- 
erated cars. Could that be due to the fact that business was lost 
by the railroads because of the increase in the activities of people in 
other modes of transport 

Mr. Seats. That possibly could have something to do with it. I 
think the cost of constructing them also is a factor. 

Mr. Roeers. Mr. Seals, I noticed all through your statement that 
you were referring to and perhaps underwriting the theory that this 
exemption was originally set up to benefit the farmers. If the bill 
that is presently before the committee should be adopted, the exemption 
would continue insofar as that farmer is concerned in getting his prod- 
ucts to the market. How would he be benefited after that? 

Mr. Sears. Anything that affects the transportation affects the 
price that the farmer or grower receives for his product. We are 
not so sure that under the terms of H. R. 5823 what type of farmer 
or grower would be able to continue under exemption. We think that 
the language is not clear. Where does actual possession and control 
happen? What is the primary market? If 1 am growing peaches 
in California and I sell them f. o. b. packinghouse, that is I suppose 
the primary market. If my neighbor 10 miles away ships them on con- 
signment to New York Fruit Auction, New York City would be his 
primary market. He might have control of them. He certainly 
would not have actual possession of them. 

Mr. Rogers. I raised that question this morning insofar as the 
language is concerned as to the phrase “actual possession and control.” 
I think definitely that there is an area of ambiguity there that could 
be found by the courts, and probably would be found by the courts 
because I think the language as used would permit many methods 
to be employed to circumvent the purposes of the act. 

Mr. Seats. That is right. 

Mr. Rogers. My point is this in regard to the farmers benefiting 
fromthis. Ifthe exemption in the first place was put in for the benefit 
of the farmer, I have some difficulty in seeing how you can justify 
extending the operation of that exemption on 4 or 5 different steps 
away from the farmer. 

Mr. Sears. I would like to answer that by quoting from a statement 
Mr. Dice made. I think he made it in his statement this morning. 
He also made it before the Surface Transportation Subcommittee of 
the Senate. He said: 


Farmers are not concerned solely with the production of agricultural com- 
modities, but are concerned with every step in the marketing process from the 
farm gate to the ultimate consumer. 


The destination price that you receive for your fruit or your vege- 
tables determines what you can get at f. o. b. origin. There is a 
definite relationship. I can’t trace it back because there are too many 
ramifications. Iam not an expert on the economics of pricing. Trans- 
portation does play a definite part in the price of the commodities 
that you get. As that cost goes in there, it is a recognized fact that 
the cost of transportation on fresh fruits and vegetables is roughly 20 
percent. Any savings along the line are bound to be reflected in the 
f. o. b. price and the grower will receive the benefit. If a grower is 
shipping his merchandise direct to an auction or to a receiver to be 
sold, then the saving would go directly back to the grower, because 
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there the returns, less the cost of selling, the freight, would be taken 
off and the remains would go to the growers and distributed among 
the growers. In a cooperative process it would be the same way. But 
the same process w ae be used for a person who is selling his products 
out in the field on an f. 0. b. market. There is a definite relationship. 

Mr. Rogers. I was listening to Mr. Dice’s testimony, too, and the 
thought occurred to me when he was talking about the effect of the 
ultimate price tliat is paid being reflected back to the farmer, if you 
are going to carry an exemption of this kind out on such theory as 
that, then you might as well exempt the shipper of cotton shirts. If 
the theory is going to work and you can carry it on out, you can carry 
it clear on out from the time that the cotton the farmer sold gets on 
the back of the man who wears the shirt. 

Mr. Sears. Yes, but this bill is trying to regulate transportation 
by channels of commerce theory. We say in our industry it 1s utterly 
unworkable because there are too many ways of selling fresh fruits 
and vegetables. There are too many ways in which ‘different. lots 
of fresh fruits and vegetables are handled. Some are purchased out- 
right. Some are handled for the account of the grower. Some are 
handled for a cooperative association. They are all brought into one 
shed. They are packed and placed in a car and a lot number is put 
on them. You would not know what you had in there. You would 
have to segregate them. How would you be able to ship a carlot if 
you had to take out those commodities which passed out of the actual 
control and possession of the grower and producer / 

Mr. Rogers. You are talking about the difference in consigning and 
working out some scheme to get around the working of the act. 

Mr. Sears. No. I am talking now about a regularly tested and 
approved practice where a packinghouse gets up a carlot shipment 
or trucklot shipment of grapefruit. He might own 100 boxes of that 
grapefruit. He might have 100 that he is handling for a nearby 
grove. He might have some that he is shipping in the car for another 
grove which is onconsignment. Yet he — all three or four hundred 
of those packages in order to make a carlot or trucklot. How do 
you segregate in order to know what sei can ship by exempt haul or 
what you could not. It is all commingled together and here is no 
separation as far as records are concerned. 

Mr. Rocers. Would that resolve itself as to what prices he wanted 
to charge and what he would be required to charge / 

Mr. Seats. Not necessarily. He only gets what om market will 
bring. When he ships that fruit it could be $3 f. 0. b. and in the 
meantime somebody might have a freeze overnight and it would be 
worth $6 at destination. 

Mr. Rogers. That is the shipping part of it. That would be to 
the benefit of the shipper or the processor or middleman rather than 
to the benefit of the grower. 

Mr. Seats. If it is on consignment for a co-op it would be for the 
benefit of the grower because it would be passed back. Whatever 
the f. o. b. market is for anybody, everybody gets the benefit of it. 

Mr. Rocers. You are speaking of consignment in relation to the 
loss of control. In other words, you are taking the position that if 
these goods are consigned then they are still under the control of the 
producer and they are exempt. 
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Mr. Sears. That is right. 

Mr. Rogers. What you are saying is that in this truck you have 
some that are exempt and some goods that are not exempt. 

Mr. Seats. That is right. You have it all mixed in one truck. 
Would you be exempt or wouldn’t you be exempt? That would be 
a problem. 

Mr. Rocers. If you had some goods that were not exempt your 
truck would not be exempt anyway, would it? Even if you were 
handling agricultural products right today and if you were carrying 
some other goods in that truck that were not exempt, your operations 
as a trucker would not be exempt. 

Mr. Sears. I am just talking about agricultural commodities. 

Mr. Rogers. I understand. If this bill passed, then those agricul- 
tural products that were not clearly within the exemption would be 
then in the same position as if you were carrying sacks of cement under 
the present law. 

Mr. Seats. No, that would not have anything to do with it. The 
thing that is troubling us under H. R. 5823 is what commodities would 
move under it. How would you know when your commodity was 
exempt and when it was not. I am thinking only of agricultural 
commodities which had been recognized as exempt commodities. You 
heard Mr. Freas, the Chairman of the Commission, state this morning 
that if you wrap a piece of cellophane around celery it is a manu- 
factured product. 

Mr. Rogers. The Supreme Court disagrees with him. 

Mr. Sear. The Commission disagreed with him in the Harwood 
case when it said when you put spinach in a cellophane bag it is still 
spinach. But when you put these commodities of different owner- 
ship and different ways of marketing in one truck, what do you have 
when you get them all together? You have 400 boxes and you have 
various types of ownership of the 400 boxes. What kind of truck 
do you have? Is it exempt or is it under control under this particular 
bill, and we don’t known. 

Mr. Rogers. You are talking about a situation insofar as the lan- 
guage of the bill going to whether the property is manufactured or 
processed under present regulations. This bill does not trouble itself 
with that. This bill has to do with the situation insofar as who pro- 
duces the product and when he lost control or actual possession or 
lost. control and actual possession. 

Mr. Sears. That is right. What we are concerned about is this 
point here. “From the point of production to a point where such 
commodities first pass out of the actual possession and control of the 
producer.” 

Mr. Rogers. That is right. If then farmer A grew some celery 
and put it in a cellophane bag and clipped it, and had it on his farm 
and wanted to take it to a market a hundred miles away, there would 
not be any question but that would be exempt insofar as this bill is 
concerned if it could meet the requirements insofar as manufactured 
products are concerned. It would be exempt to that destination where 
he sold it and delivered actual possession and control of it, would 
it not ¢ 

Mr. Sears. Under the present wording of the act it would be 
exempt. 
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Mr. Rogers. It would be under this, too, would it not ? 

Mr. Seats. Not if it passed from his actual possession and control. 

Mr. Rogers. I have him hauling it. He put it in the cellophane 
bag, too, and delivered it over to a trucker and said, “Deliver this to 
Joe Doe at Sacramento.” 

Mr. Sears. You are speaking about he is using A for hire carrier 

Mr. Rogers. That is right, he is using A for hire carrier. 

Mr. Seats. If he had sold it f. o. b. origin, I am not so sure. 

Mr. Rogers. If he had sold it f. o. b. origin, you mean f. o. b. his 
farm. 

Mr. Seats. F. o. b. on his truck. If he sold it at his farm, I am 
not so sure whether it would be exempt or not. 

Mr. Rocers. What I am talking about is that he has not sold it 
f. o. b. his farm. If he sells it f. 0. b. his farm, I think it would not 
be exempt under this bill. 

Mr. Seats. That is right. 

Mr. Rogers. He lost actual control and possession of that. If he 
delivers it to a trucker and says this is my celery and I want you to 
deliver it to John Doe at Sacramento to be sold to him there, and he is 
charged with the delivery of the celery, I think the celery would be 
exempt under this bill. 

Mr. Seats. I agree with that because it is still under his control. 
There is some question whether it is in his actual possession. Let me 
give you another example on lettuce. About 95 percent of the lettuce 
in California and Arizona is vacuum cooled. It is a process whereby 
this lettuce is packed in cartons in the field and taken to a tube and 
the temperature is reduced and some of the moisture is taken out. It 
does not have ice in the package itself. Many of those vacuum-cooled 
plants are 25 or 40 miles from where the lettuce is packed. The point 
has been raised with us, if we ship this over from a field to the vacuum- 
cooling place, would the vacuum-cooling place be the primary market ? 
Then could we reship it again by exempt hauler? We are not too 
sure whether you could or not. 

Mr. Rocers. In that particular situation, if you deliver it to a 
purchaser, that is a wholesaler, and he retains the right to cast this 
lettuce aside under a spoilage theory, and he has to accept only what 
he thinks is good and will meet his requirements, you would have a 
question there of where control lies in that lettuce. The trucker who 
is carrying that lettuce, if he has 100 crates of lettuce, and 90 were 
turned back to the lettuce grower and producer of the lettuce, cer- 
tainly I don’t think the courts would ever hold that man would not be 
an exempt carrier, if he is carrying it as the agent of the producer. 

Mr. Seats. Suppose I am a buying broker and I buy the 400 crates 
of lettuce in the field. I ship them over to the vacuum-cooling plant. 
After they have been vacuum cooled I decide to sell them f. 0. b. the 
vacuum-cooling plant. I might sell them to someone at the vacuum- 
cooling plant and he decides to ship them on consignment. You 
have these multiple ways of doing business. 

Mr. Rocers. You would not be exempt from the time you took that 
lettuce from the field if you are the broker and not the producer. 

Mr. Seats. That is what I mean. 

Mr. Rocers. Under this bill you could not do that. 
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Mr. Seats. No, that is my understanding of it. That is one of the 
things that is so objectionable. 

Mr. Rogers. If the bill was passed in the original situation for the 
benefit of the farmer, why do you extend the benefit to the broker ? 

Mr. Seats. The lettuce won’t do the farmer any good unless he can 
sell it. You have to have somebody to move these things. That is 
what sets the price. All of our selling practices under regulation of 
the Secretary of Agriculture under the Perishable Agricultural Com- 
modities Act have the shipment definitions contained therein. When 
you start to apply some of these definitions to the movements under 
this bill you will have an awful time deciding whether you are in 
or out. 

Mr. Rocers. That is something they had some trouble with so far 
and that is one of the things that brought this bill up, the fact that 
they have had trouble deciding what is in and what is out. We could 
discuss this at length. You have been very kind, Mr. Seals, and we 
appreciate your coming before the subcommittee. 

Mr. Seats. Thank you, Mr. Chairman. 7 

Mr. Rocers. It is 4:10 and it seems that I am here alone, so I expect 
we had better adjourn these hearings until 10 o’clock in the morning, 
at which time we will begin with the Association of American Rail- 
roads. The subcommittee will stand adjourned until 10 o’clock in the 
morning. 

(Thereupon at 4:10 p. m., a recess was taken until Thursday, April 
24, 1958, at 10 a. m.) 
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THURSDAY, APRIL 24, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 1334, 
New House Office Building, Hon. Oren Harris (chairman) presiding. 
The Cuairman. The committee will come to order. 
We are resuming the hearings this morning on H. R. 5823, 
ifically in connection with the overall transportation program 
t at is before the committee. 
The first witness to be heard will be Mr. Carl Helmetag speaking 
for the Association of American Railroads. 
Mr. Helmetag, we are glad to have you this morning and to hear 
your testimony in connection with this problem. 


STATEMENT OF CARL HELMETAG, ASSISTANT GENERAL COUNSEL, 
THE PENNSYLVANIA RAILROAD CO. 


Mr. Hetmerac. Mr. Chairman and members of the committee, I 
am Carl Helmetag, Jr., of Philadelphia, Pa., and I am assistant gen- 
eral counsel of the Pennsylvania Railroad Co. Today, however, I 
am speaking on behalf of ‘all of the railroads which are members of 
the Association of American Railroads, a group of class I railroads 
which operate over 90 percent of the total rail mileage in this country. 

For the past several years considerable of my time has been 
occupied with litigation in ‘the Federal courts involving the interpreta- 
tion and s« ‘ope of section 203 (b) (6) of the Interstate Commerce 
Act, a section which is generally known as the “agricultural 
exemption.” 

My being selected to discuss the problems growing out of this 
recent litigation and those which are inherent in the agricultural 
exemption “itself, I suppose, is based upon the belief that this exten- 
sive experience has furnished me with information which may be 
helpful to this committee in its consideration of the need for amending 
the section. Certainly, I am not here because of any great successes 
I have achieved for the railroads in the court litigation because 
almost all of it has turned out most unfavorably to the railroads. 

By the terms of section 203 (b) of the Interstate Commerce Act 
none of the regulatory provisions contained in part IT, with the 
exception of the provisions applicable to safety and maximum hours 
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of service, applies to the types of for-hire interstate motor carrier 
operations enumerated in that section. 

There are listed in this section nine distinct types of interstate 
motor carrier operations which are exempted from the economic 
regulatory powers of the Commission. By this I mean that these 
nine types of for-hire motor carrier services can be carried on totally 
beyond and outside of the Commission’s powers to supervise and 
regulate rates, service and the entry of new carriers into the field. 
Such carriers are therefore free to discriminate between customers, 
to make rebates and, in general, to provide whatever quality and 
quantity of service they elect. 

A cursory examination of the section in its entirety will demonstrate 
that in most instances there is some justification or a reasonable basis 
for the exemptions from regulation, for most of these exemptions 
cover operations which are generally of such a local or specialized na- 
ture as to be noncompetitive with the ordinary forms of interstate 
regulated transportation, including the intercity motor carriers, the 
railroads and the water carriers. 

For example, included among the exempted types of motor carrier 
service are taxicabs, schoolbuses, the old-fashioned buses that operated 
between resort hotels and railroad stations, vehicles used in national 
parks, vehicles used to distribute newspapers, trucks operated wholly 
within municipal areas, and motor vehicles used to complete air or 
rail transportation. 

Such operations are not competitive with regulated interstate car- 
riers, and, if anything, tend to round out and supplement the trans- 
portation furnished by these carriers. 

But when the exemption contained in paragraph (6) of section 203 
(b) is examined, it is immediately evident that it covers vastly dif- 
ferent types of operations. This section provides—and I think this 
committee is familiar with the section because I understand there have 
been previous witnesses on this bill: 

Nothing in this * * * shall be construed to include * * * (6) motor vehicles 
used in carrying property consisting of ordinary livestock, fish (including shell- 
fish), or agricultural (including horticultural) commodities (not including manu- 
factured products thereof), if such motor vehicles are not used in carrying any 
other property or passengers, for compensation. * * * 

By this exemption a for-hire motor carrier operating for dis- 
tances well exceeding 1,000 miles, without being subject to an eco- 
nomic regulation whatsoever, can transport, for example, oranges from 
Florida to New York City, livestock from Texas to Chicago, fresh 
fruits and vegetables from the great irrigated fields of the Far West— 
California, for example—to markets in the North and the East, or 
fresh shrimp from the Gulf of Mexico to Philadelphia. 

Needless to say, such transportation is directly competitive with 
that provided by the railroads which, of course, are favored by no such 
exemption from regulation. 

This inequality of regulatory impact alone is more than a sufficient 
basis to direct inquiry into the economic soundness and justification 
of any exemption for the transportation of agricultural commodities, 
fish and livestock. 
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A review of the legislative history of this exemption makes it clear 
that the objective of its inclusion in the statute was to make certain 
that regulation would not deprive the farmers, the fishermen and the 
growers of livestock of the availability of the motor truck to market 
the products of their labor. 

The farmers were particularly apprehensive, based upon experience 
with some earlier State regulatory legislation, that the Federal act, 
by its certificate and permit requirements, would either reduce the pool 
of small farmer-owned trucks or restrict the territories in which such 
trucks could operate, and would thereby deprive the agricultural com- 
munity of the flexible transportation required to move the crops from 
the fields to the local markets. (See 79 Congressional Record 5733, 
5735, 12,212, 12,218.) For a complete legislative history see the Agri- 
cultural Exemption in Interstate Trucking, United States Department 
of Agriculture, pages 2 to 7, inclusive, 1957. 

Congress, in 1935, mindful that the transportation of farm pro- 
duction, fresh fish and livestock from the place of production to the 
local market where cold storage facilities or other protection could 
be provided was quite often of an emergency character necessitating 
great flexibility, deemed it proper to exempt such transportation from 
regulation. 

At the time the exemption was created it was for this type of move- 
ment, namely, the relatively short haul between the farm and the 
local or primary collecting market, that the motor truck was used. 
The long hauls from the local markets to the points of consumption 
were largely by railroad refrigerator cars or by refrigerator ships so 
that the exempted trucker was not in competition with the regulated 
railroads. Today, however, the situation is completely changed. 

Having the benefit of the exemption which relieves him from all 
responsibilities to the public, the exempt trucker has progressively 
extended his scope of operations. No longer is this type of trucking 
limited to the short-haul movements from farms to primary markets. 
Now it is commonplace for the exempt trucker to haul not only from 
the farms to the primary markets but from the primary markets to 
the places of ultimate consumption even though such hauls may 
exceed 1,000 miles in length and in many cases exceed 1,500 miles. 

The tremendous swing from the railroads to the motor trucks for 
the transportation of agricultural commodities is best illustrated by 
three charts which I have attached to this statement and which are 
marked “Appendixes A, B and C.” 

Appendix A, which is the first chart, which deals with citrus fruits 
moving out of the State of Florida, shows that since 1950 the railroads’ 
percentage of the total movement has rapidly declined, going from 
a high of about 65 percent in 1950 to little more than 40 percent in 
1956. During this same period the trucks’ share of the total business 
has increased from a little more than 36 percent in 1950 to over 56 
percent in 1957. 

I think it is reasonable to say that this trend, which is evidenced 
on appendix A, will continue for the future because the whole pattern 
seems to be in that direction. 

Appendix B is a similar chart covering shipments of both fruit 
and vegetables out of Florida, and it presents a similar showing. 
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Here, with respect to traffic, which in the thirties was almost ex- 
clusively handled by the railroads, only a small amount of it moving 
by coastwise steamer, the trucks’ percentage of the total business in 
1956 has increased to almost 68 percent while the railroads’ percentage 
has declined to approximately 32 percent. In other words, the motor 
carriers are transporting almost twice the volume of fruit and 
vegetables out of Florida that the railroads are moving. 

Appendix C, which is the last chart, doesnt’t cover a period as long 
as appendixes "A and B, but covers agricultural commodities moving 
throughout the country, and I think the showi ing on that chart, while 
it doesn’t cover the extensive period of appendixes A and B, indicates 
that the trend nationwide is precisely what it is from Florida. 

What is even more significant is that the swing is not only to the 
motor carriers but particularly to the exempt trucks. Concrete evi- 
dence of this is found in a recent publication of the Department of 
Agriculture entitled “Interstate Trucking of Fresh and Frozen 
Poultry Under the Agricultural Exemption.” At page 11 this state- 
ment appears : 

Thus in 1952, while fresh processed poultry was still under ICC regulations 
* * * regulated (motor) carriers, handled 34 percent of the total volume of fresh 
poultry shipments. But in 1956-57, (after such poultry was declared exempt 
by the Supreme Court) regulated (motor) carriers handled only 9 percent. 

On the other hand, the exempt motor carriers hauled 43 percent of the total 
truck shipments and 82 percent of the total for-hire truck shipments during 
1956-57. 

There is virtually none of it moving by railroad and only a small 
percentage is moved by the regulated trucks. 

This statement of the Department of Agriculture, which is based 
upon replies to questionnaires, confirms what is a recognized fact, 
namely, that neither the railroads nor the regulated motor carriers are 
successfully competing with the exempt truckers for agricultural 
traffic. 

At this point I might say that in this field there is a great paucity of 
statistics. It is very hard to come by adequate, factual data which 
describes how this traffic is mov ing. But it is known knowledge and 
readily understood by everybody in the transportation industry that 
the exempt trucker is handling the lion’s share of this particular traffic, 
particularly where the hauls are of reasonable length. 

The ever-widening territorial scope of the exempt trucker, which 
of necessity increases the seriousness of this competition to the rail- 
roads, has taken on new importance by reason of recent court decisions 
which have greatly expanded the list of commodities included within 
the exemption. 

This committee, I believe, is certainly aware that the exemption for 
agricultural commodities is, by the words of the statute, specifically 
limited by the restrictive words “not inc luding manufactured products 
thereof.” 

Since the time when this section was enacted in 1935 these restrictive 
words have caused a great deal of difficulty and confusion for the 
transportation industry and the Commission. 

While the legislative history indicates that Congress desired the 
exemption to cover some processed agricultural items, the concern was 
principally with the relatively limited local processing required to 
make agricultural items usable or salable. Such minor processing as 
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the ginning of cotton or the pasteurizing of milk was the type of thing 
that Congress had in mind. Where, however, the processing is exten- 
sive and results in the agricultural commodities becoming “manu- 
factured products” Congress provided that the exemption should not 
be available. In transporting such items for-hire motor carriers, like 
the railroads, are subject to regulation. The difficulty has been to 
establish the line which separates mere processing from manufacture. 

The Commission, aware of the confusion which had grown up in 
the transportation industry, and itself considerably perplexed as to 
what type of processed items were exempt and which types could only 
move under regulation, in 1949 undertook a broad and sweeping in- 
vestigation for the purpose of determining how and where the line 
should be drawn between the exempt processed agricultural commod- 
ities and the nonexempt manufactured products thereof. After hear- 
ing all persons interested in this important problem, including the 
representatives of all of the farm groups and scientists from the 
Department of Agriculture, the Commission issued an order in 1951 of 
some 50 pages in which it attempted to define the terms “agricultural 
commodities” and “manufactured products thereof.” 

Relying largely on dictionary definitions and earlier decisions of 
the Supreme Court involving the meaning of agricultural commodities 
in other statutes, the Commission defined agricultural commodities to 
include: 

{[A]ll products raised or produced on farms by tillage and cultivation of the 
soil (such as vegetables, fruits and nuts); forest products; live poultry and 
bees; and commodities produced by ordinary livestock, live poultry and bees 
(such ‘as milk, wool, eggs, and honey). 

Then they went on and said that the term “(not including manufac- 
tured products thereof)” means: 

Agricultural commodities in their natural state, and those which, as a result of 
treating or processing, have not acquired new forms, qualities, properties, or 
combinations. 

Mr. Rogers (presiding). If you will pardon me a minute, you read 
the word “not” in there. It doesn’t seem to appear in the statement. 

Mr. Hevmerac. I am glad you called my attention to that. 

The “not” was inadvertently left out, and the “not” should be in 
there because otherwise it would not read properly. In other words, 
the Commission defined “agricultural commodity” and then they went 
on to say what the words “not including manufactured products 
thereof” meant, and they said that agricultural commodity remained 
an agricultural commodity even though processed if the processing did 
not result in acquiring a new form, a new quality, new property or a 
combination. 

So you do need the “not” in there, and I am glad you invited my 
attention to that. 

Mr. Hate. “not” between “have” and “acquired” ? 

Mr. Hevmerac. Yes, sir. 

Mr. Rocers. I just wanted to get your statement clear. 

Mr. He_meraa. I appreciate that. 

Having arrived at this definition, the Commisison turned to the 
more difficult. problem of determining the status of particular items, 
and classified a long list of processed items in either the exempt or 
nonexempt categories. 
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Regardless of one’s views respecting the merits of the Commission's 
individual determinations, I think everyone would agree that the 
overall effort-of the Commission was conscientious, careful, thorough, 
and extremely workmanlike. To the minds of most in the transporta- 
tion industry the order and the report accompanying it were a practical 
solution to some extremely troublesome aniline 

In general, it can be said that the classifications were reasonable, 
intelligent, and in the spirit of the legislation. However, as might 
be expected, there were many people, both within and outside of the 
agricultural community, who disagreed with some of the Commission’s 
classifications particularly with respect to those items on the border- 
line which the Commission had held to be nonexempt. Most of these 
disagreements centered around items which had left the agricultural 
community and had come into the hands of large industrial concerns 
engaged in the processing and preparing of agricultural products for 
consumer use. ‘These’items included fresh and frozen dressed poultry, 
frozen fruits and vegetables, shelled nuts, powdered eggs, and various 
extensively processed dairy items. As to these items and some others, 
litigation in the Federal courts was resorted to in order to test the 
correctness of the Commission’s determinations. 

Most unfortunately, this court litigation, which in most instances, 
unlike the Commission’s full-scale investigation, dealt with the prob- 
lems on a fragmentary basis, has resulted in considerable expansion 
of the exemption. This expansion, with its dissipating effect on the 
traffic of the regulated carriers, is certainly a serious matter, but of 
equally dire consequence is the fact that the court decisions provide 
the basis for still further expansion of the exemption. 

The principal factor in the expansion of the exemption is the new 
test laid down by the Supreme Court for determining when processing 
becomes manufacture. 

In Fast Tewas Lines v. Frozen Food Express (351 U.S. 49 (1956) ), 
where the question concerned the correctness of the Commission’s 
determination that fresh and frozen dressed poultry were not included 
within the exemption, the Supreme Court, in reversing the Commis- 
sion, stated that— 

* * * where the commodity retains a continuing substantial identity through 
the processing stage * * * it has [not] been “manufactured” * * *, 

This test has generally been regarded as a more liberal test than 
the Commission’s test in favor of the exempt status. Courts relying 
on this new test, contrary to the Commission’s earlier determinations, 
have extended the exemption so that it now includes frozen fruits 
and vegetables, shelled nuts, artificially dried beans, frozen milk and 
cream, cotton linters, redried tobacco, dried fruits, powdered eggs, 
and peat moss. 

It is this pronouncement of the Supreme Court which recently 
compelled the Commission to conclude, completely contrary to the 
best judgment of several of its members, that foreign-grown green 
coffee beans, cocoa beans, and tea are included within the exemption 
regardless of the fact that the American farmer’s interest in these 
commodities is only that of the ordinary consumer. 

Quite obviously, the situation in this area is a rapidly deteriorat- 
ing one with each broadening of the exemption providing arguments 
for further expansion of the term “agricultural commodities.” 
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Argument has been advanced, without as yet securing judicial con- 
firmation, that canned goods are exempt on the ground, for example, 
that the fresh apricot, even though canned, retains a continuing sub- 
stantial identity. The result is that. increasing large. segments of 
important rail traffic are in jeopardy, and this is at a time when the 
aelivceds are in desperate need for additional traffic if they are to 
survive. 

There might be some—although I doubt if there are any serious 
students of transportation in such group—who would ask of what 
concern is it to the Congress, the Nation, or the farmers whether the 
railroads and the regulated motor carriers lose traffic to truckers 
enjoying exemption from regulation. 

I think a short answer to such inquiry is that the Congress in its 
declared national transportation policy has made it clear that the 
needs of commerce and the national defense are best served when 
there is an economically sound and flourishing regulated transporta- 
tion industry. 

The attainment or preservation of that type of transportation in- 
dustry is utterly impossible if nonregulated exempt carriers having 
no responsibilities to the public, no obligations to other members of 
the transportation industry, and virtually no obligations to the Gov- 
ernment itself are allowed, by inadequacies of the present law, at 
their own caprice and will to compete for and secure traffic which 
the regulated carriers would otherwise move. 

Perhaps the best statement along these lines is that of the Com- 
mission in its anual report, in which they recommended legislation 


of the type presently before this committee. There the Commission 
stated : 


Public transportation cannot survive on a shrinking volume of traffic without 
adversely affecting the Nation’s economy through substantial rate increases 
on the remaining traffic and/or deterioration of service and equipment. Such 
diversion of traffic, moreover, serves to thwart the express purpose of Congress 
to maintain a sound transportation system in the national interest, a vital 
part of which is the transportation needs of the average and small shipper, 
including the farmer. 


But concern with more than the stability of the regulated trans- 
ortation industry should prompt this committee to recommend legis- 
ation to cope with the problems of growing exempt transportation. 

Everywhere there is increasing evidence that, while the exempt 
trucker, by selecting the better traffic movements, in some instances 
may be in a position to offer cheaper transportation, his freedom 
to operate completely beyond regulation results in discriminations 
between shippers and receivers, unstabilized pricing and inadequate 
regard for cadets requirements. 

In this limited transportation area the conditions are remarkably 
similar ‘to those which on a broad scale prompted Congress to enact 
the Motor Carrier Act of 1935. Thus, Commissioner Arpaia, in dis- 

cussing the need for remedial legislation, recently said—and I refer 
to this because it confirms what I said just above: 

Shippers themselves have been complaining to this Commission that markets 
are being disrupted and inequalities are being generated between localities and 
industries through unregulated transportation. We also know that the growing 
field of exempt transportation is placing regulated carriers, who serve the public, 
In a position where their reduced volume of traffic is creating the need for 
constantly higher rates on the balance of the traffic. A large part of the public 
transportation plant is not being fully utilized. 
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It would seem that if Congress is convinced that the needs of com- 
merce can best be served by regulated transportation, a strong case 
could be made for the total elimination of the agricultural exemption, 
By this I mean the railroads and the regulated motor carriers; cer- 
tainly, if regulated transportation is adequate to take care of the move- 
ment of personnel and materiel in times of war when the transporta- 
tion emergency is without parallel, to handle medical supplies to 
disaster areas, to move equipment and supplies to cope with floods, fires, 
and other calamities, and to move grain and feed at reduced rates 
during periods of drought, and in normal times to transport every 
conceivable item of ordinary commerce, it is beyond credibility to say 
that such transportation is inadequate to transport the Nation’s farm 
production. 

The diversion of agricultural traffic from the regulated carriers to 
the exempt truckers is not occasioned by inadequacy of the regulated 

arriers but, rather, by the short-term benefits of lower pricing which 
the exempt ‘trucker offers for the choicer business at the expense of 
safety and pricing stability. 

Again I invite attention to what Commissioner Arpaia has said 
along these lines, and I said this in the case involving the status of the 
foreign-grown coffee and tea: 

Price advantages in transportation of a temporary nature may possibly accrue 
to certain dealers in these so-called exempt commodities, but these advantages are 
offset by competitive excesses, the use of inferior or substandard equipment, 
violations of safety regulations, inadequate insurance and failures of service, 
and the other benefits which Congress sought to effectuate, not for the few but 
for the many. The advantages are not only illusory but undemocratic and result 
in the deterioration rather than the promotion of sound transportation in the 
national interest. A further question arises, if these advantages, temporary or 
not, are permissible, lawful and necessary then why as agricultural commodities 
be entitled to exemption from regulation? 

It is the position of the railroads that the ultimate solution to the 
problems created by the exempt truckers competing for agricultural 
traflic with the regulated railroads and the regulated motor carriers is 
the elimination of the agricultural exemption. However, the railroads 
are fully aware that such a solution is not likely to come about in the 
immediate future. 

Apparently the agricultural community is convinced that the suc- 
File 1 and efficient marketing of its production requires a completely 
flexible transportation industry. If there is merit in this view point, 
then it is the railroads’ belief that this committee should approve legis- 
lation adopting the Commission’s recommendation, namely, that the 
exemption be limited to movements from the farms or point ‘of produe- 
tion to the primary markets, which would cover the situation when 
you are dealing with the liv estock or the fish to the primary markets. 

The bill presently before this committee, if enacted, would accom- 
plish this by limiting the exemption to transportation from the point 
of production to the point where the commodities pass out of the pos- 
session and control of the producer. 

This bill, then, is, in effect, a territorial limitation upon the present 
agricultural exemption. All it does is to limit the area in which the 
exemption will apply, for it in no way reduces or changes the com- 
modities embraced by the exemption. 
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Were this bill to be enacted, the farmers, the livestock people, the 
fishermen, and growers of flowers would all have exempt trucking 
available to take care of their harvest peaks. Such truckers, free of 
economic regulation, could move the production to the local markets. 
At that point where the locally produced commodities come into the 
hands of the processors, most of which are large industrial concerns 
neither owned nor operated by farmers, the commodities would be 
given a status equal to that of all other items of commerce, and would 
move under regulation if transported by for-hire carriers. 

Since most of the processed food which falls into the manufactured 
category, such items as canned goods, for example, is already moving 
under regulation without any apparent difficulty, there is every reason 
to believe that agricultural commodities, fish, livestock, and horticul- 
tural items, whether processed or otherwise, would be equally satis- 
factorily transported. 

Over on the Senate side there is pending before the Surface Trans- 

ortation Subcommittee of the Senate Committee on Interstate and 
Foreign Commerce Senate bill S. 2553. That bill, unlike the bill 
before this committee, approaches the problems of the agricultural 
exemption from a different angle. Essentially it is rollback legisla- 
tion to restore the status which existed prior to the recent court deci- 
sions which, as I indicated before, have so greatly expanded the scope 
of the exemption. 

That legislation, unlike the bill before this committee, which re- 
stricts the territory of the exemption, limits the commodities to which 
the exemption is applicable. If enacted, it would make it clear that 
the exemption applies to unprocessed agricultural commodities and 
those which have undergone a very small amount of processing. The 
extensively processed items, regardless of whether such processing 
technically or legally amounts to manufacturing, would not be afforded 
the exempt status. 

The railroads believe that the bill before this committee is a much 
sounder solution to the problem involved in the agricultural exemption 
than the solution suggested in the Senate bill, and, therefore, favor it 
and strongly urge its enactment. 

We are nevertheless of the belief that while S. 2553 is not a wholly 
satisfactory solution to the problem, its enactment would be construc- 
tive and would be of substantial benefit to the railroads and other 
regulated carriers. 

The railroads, therefore, recommend to this committee that in the 
event that it is unprepared to approve H. R. 5823, that it consider 
and approve the lesser solution that would be afforded by the enact- 
ment of S. 2553. 

Gentlemen, that concludes my prepared statement. 

I understand that this statement, together with the appendixes, 
‘will ke incorporated in the record. Am I correct on that, sir? 

Mr. Rocers. That is right. 

Without objection, it will be incorporated in the record. 


26170—58——7 
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(The appendixes referred to follow :) 
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PERCENTAGE ANALYSIS OF FRUIT AND VEGETABLE 
CARLOT SHIPMENTS AND UNLOADS RAIL AND 
TRUCK RELATED TO COMMERCIAL PRODUCTION. 
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APPENDIX C 


Mr. HELMETAG. I would like to thank this committee for taking 
their time to hear me and the other railroad witnesses who will fol- 
low me. 

I am available for any questions the committee may have. 

Mr. Rogers. Thank you, Mr. Helmetag, for an excellent paper on 
the subject. 

The Chair recognizes the gentleman from Maryland, Mr. Friedel. 

Mr. Friepet. I think it is a very fine and precise statement. 

T do not have any questions at the present time. 

Mr. Rocers. The Chair recognizes the gentleman from Illinois. 

Mr. Sprincer. No questions. 

Mr. Rogers. The gentleman from Georgia, Mr. Flynt. 

Do you have any questions ? 

Mr. Fiynt. Very few, Mr. Chairman. 

I would like to ask Mr. Helmetag a question with reference to 
page 11. 

I realize that you did not advance this argument yourself, but you 
state that argument has been advanced that canned goods are exempt 
on the ground, for example, that fresh apricots, even though canned, 
retain a continuing substantial identity. 

Do you think that that argument was advanced facetiously or 
seriously ? 

Mr. Hetmerac. I think the argument was advanced seriously, sir, 
in that it was included as part of an argument in the Frozen Food 
case which was heard down in Houston, Tex. 
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However, I would point out to the committee that the court in 
Texas when they heard the case indicated that canned goods were not 
an exempt agricultural commodity, and, as a matter of fact, pointed 
out that in their opinion canned goods were completely distinctive 
from, let’s say, a frozen commodity. 

But I do say that the argument was made and advanced seriously 
by very able counsel in Texas, to the effect that the canned goods were 
exempt. 

Furthermore, in the case which is pending now in California, which 
may or may not ever go to trial, when the complaint was originally 
filed it was alleged that canned goods were included within the ex- 
emption. However, that complaint has been amended so that now 
in the California case, which I refer to in the footnote in this state- 
ment, that California case only involves the status of fresh meat. 

Whether this case in California will ever be heard or not is very 
doubtful because the plaintiff trucker in that instance has gone into 
receivership and there is a question of whether the receiver will press 
that litigation. 

But in both those cases it was contended that canned goods were 
included within the exemption, and there has been some indication in 
published statements to the effect that there is an argument to be 
made for canned goods being included within the exemption. 

Mr. Fiynt. You do not, sir, contend that they should be included ¢ 

Mr. Hetmerac. No. We very definitely claim that they should not 
be, sir. 

I might point out that canned goods are a very valuable and im- 

ortant item of traffic for the railroads, one of the most important 
items of traffic for the railroads. For example, on the Pennsylvania 
Railroad, which I know a little bit about, they are one of the seventh 
or eighth most important items on the railroad, so that they are mov- 
ing in regulation at the present time, and they are also moving very 
extensively by regulated motor carriers, and they are not being han- 
dled by the exempt trucker. But if they were to be declared exempt 
either by the court or by Congress or by any action of the Commission, 
the effect, in our opinion, would very definitely be to divert that traffic 
from the railroads and the regulated carriers to the exempt trucker 
because that has been our experience in other areas when the traffic 
which is thought in the first instance to be in the nonexempt category 
is declared to be exempt either by the Commission or by the courts. 
The minute it is declared to be exempt the erosion of traffic takes 
place, and it isn’t long before you have virtually none of it on the 
railroads and virtually none of it handled by the regulated motor 
carriers. 

That is the experience, sir. 

Mr. Frynr. Mr. Helmetag, I wonder what your reaction would 
be to legislation which would specifically spell out that which is in- 
tended by Congress to be exempt as agricultural commodities, in 
language that would be clear. 

Mr. Hevmertac. Sir, according to my understanding of the bill 
which is over on the Senate side, that is the purpose and objective of 
that bill, to delineate between the exempt commodities and those which 
are in the nonexempt status. 
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We are in favor of that type of legislation provided—and this 1s 
the most important part, of course—the items in the nonexempt 


status are those which should be in it. 

If they are going to freeze the situation as it presently exists I 
don’t think that would be in any way adequate from our standpoint 
because, in our opinion and, I think, in the opinion of a great many 
other people in the transportation industry, these court decisions have 
gone much too far in extending the agricultural exemption, so that 
it is now not an agricultural exemption ; it is an exemption available 
to all kinds of food processors, manufacturers like companies as large 
as Campbell Soup and that type of people. 

Mr. Firnr. You recognize, do you not, that when this exemption 
was included in the law there was a basic and a sound underlying 
reason for it, and that it is the abuses which have taken place ‘that 
have caused the difficulties which now present themselves / 

Mr. Hetmerac. I would go along so far as to say that there was 
some real justification for it, in that there was thought to be a very 
important need for preserving the right of the farmer to move his 
product from the farm to the local markets. That type of transpor- 
tation at that time was largely handled by farmers in their own 
trucks, and one farmer would handle it for himself and for his neigh- 
bors, and the fear was that if they brought all of that under regula- 
tion it would be impossible for those small farmers to operate their 
trucks for their neighbors and their friends and haul their materials 
into the market. 

But I would not want to go so far as to say that there was justifi- 
cation for the exemption in the way it has been applied today where 
it covers movement, for example, from the State of California to 
Chicago. I think that the exemption was never intended to cover 
those long-haul movements because at that time those movements 
were all by railroad or by ship in refrigerator cars. 

Mr. Ftynv. I agree with you up to a point, but I think you went 
just a little bit too far in your last statement because I think that 
one of the underlying reasons for it—and I think the legislative his- 
tory of this legislation shows it—is that one of the purposes was to 
provide expanded markets for agricultural commodities and to pro- 
vide a fair share of the national economy for the agricultural 
community. 

Do you agree with that ? 

Mr. Hetmerac. Yes, I agree with that, sir, and I think that is ab- 
solutely sound, and I think if the exemption were totally elimin: ated— 
I assume that were done—there would have to be some provision in 
the legislation to provide for the necessary flexibility. These trucks 
would have to have a much broader type of certificate than the ordi- 
nary motor carrier because of the need for the truck to be in one area 
one day and another area another day. 

But I do not see why even that kind of a limitation would prevent 
their rates and their services from being under regulation the same 
as any other type of carrier. The railroads are handling a great deal 
of those products and they are apparently handling them well. 

But it is unfair competition from these exempt truckers which has 
resulted in diversion of it. 
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Mr. Ftynt. I have other questions that I would like to ask you 
because I enjoyed your presentation of your prepared statement and 
also the answers that you have given to the questions I have asked, 
but I will take the time for just one additional question. 

You are aware, are you not, that there is a need for some type of 
rapid transportation and delivery to points which are located off main 
routes which cannot be obtained by any method other than by utiliz- 
ing the means which are made available by the exemption allowed to 
certain agricultural commodities ? 

Mr. Hetmerac. I agree with you thoroughly that for the market- 
ing of agricultural production, of fish and livestock—they are in the 
same category—you do need very fast and flexible trucking service 
in many instances, and I think it would be totally naive for anybody 
in the rail industry to think that if this agricultural exemption were 
changed all this traffic would return to the railroads. A large portion 
of it would still be trucked. 

It is just unrealistic to think that there isn’t a great need for truck- 
ing service in this area, but I say that the type of thing you are 
talking about—that is, leaving the regular routes, flexibility to serve 
the various markets, flexibility to serve various producing points— 
could all be taken care of by a certificate which would provide that 
type of flexibility and which would bring these carriers under the 
supervision and guidance of the Commission, and, I think, would 
result in a much sounder overall transportation system. 

I don’t think, though, no matter what were done legislatively, it 
would have the effect of returning all this traffic to the railroads. 
There is still a vast area in which the truck is a very eflicient operator, 
particularly in hauling this type of freight. 

Mr. Fiynv. Thank you. 

Mr. Hetmerac. I might say, sir, that I am followed by the presi- 
dents of three railroads, all of which are transporting a large amount 
of this type of traflic, to the extent that it hasn’t been diverted from 
them, and who will perhaps be in somewhat better position to answer 
some of these questions than I. 

Thank you very much. 

Mr. Rocers. The Chair recognizes the gentleman from California, 
Mr. Younger. 

Mr. Youncer. No questions. 

Mr. Rogers. ‘Thank you, Mr. Helmetag. 

Mr. Hetmerac. Thank you. 

Mr. Rogers. Our next witness is Mr. Russell L. Dearmont, presi- 
dent of the Missouri Pacific Railroad. 

Mr. Dearmont, if you are ready, you may proceed. 


STATEMENT OF RUSSELL L. DEARMONT, PRESIDENT, MISSOURI 
PACIFIC RAILROAD CO. 


Mr. Drearmont. Mr. Chairman, my name is Russell L. Dearmont. 
I am president of the Missouri Pacific Railroad Co. 

I appear here at this hearing in support of House bill 5823, a bill 
which promises relief from a situation which has had a profoundly 
adverse effect upon the railroad industry. 
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I refer, of course, to the area of the so-called agricultural exemption 
whereby major segments of our motor carrier competitors are per- 
mitted to operate without regulatory restraint. This exemption has 
been broadened by interpretation to the point where it has enabled 
such motor carriers to dominate the transportation of vast segments 
of traffic which, if comparable rules were applied to all transporta- 
tion agencies, would be moving by rail today. 

I cannot emphasize too strongly that we are speaking of a most 
serious situation. 

As president of the Missouri Pacific Railroad Co. the inequities of 
the present situation are particularly apparent to me. Our railroad 
serves the major southwestern fruit and vegetable production areas 
within the State of Texas—the Rio Grande Valley and the Winter 
Garden. In past years our railroad has played a prominent role in 
the pioneering and development of these two highly productive areas. 

Millions of dollars were spent by the Missouri Pacific not only in the 
construction of trackage into the area, but in the building of packing 
sheds and loading platforms et cetera. Our agricultural department 
has played a significant role in the horticultural research which prom- 
ised to be of mutual benefit to the growers and to our railroad, and, 
in general, we have expended significant effort in developing this area. 

I wonder, gentlemen, if any railroad or other carrier could today 
justify such expenditures of money and effort in order to develop a 
potential productive area. The answer is, of course, obvious if the 
potential production is in the category of agricultural commodities. 

Under the existing chaotic conditions, which so greatly favor the 
itinerant truckers, no railroad or other permanently established re- 
sponsible common carrier could undertake to aid the development of 
such area. The expectancy of traffic just would not be there. 

Obviously, if the responsible, long-established carriers cannot per- 
form such function, the aid in development will not be forthcoming 
from any carrier. Certainly the itinerant trucker, interested only 
in making as much as possible out of the particular movement at hand, 
does not possess the necessary stability to provide the type of develop- 
mental aid about which we are talking. 

We realize, of course, that the fact that our railroad has aided in 
developing the Texas producing districts gives us no vested right to 
the traffic generated by those areas. 

I am sure you will understand, however, that it is most disheartening 
to watch the major portion of fruit and vegetable tonnage from these 
points of production on our railroad moving by itinerant truckers 
who played no part whatsoever in the development of the areas. It 
is particularly disheartening because of the clear absence of justifica- 
tion for permitting such truckers to operate without regulatory re- 
straint while the railroads are subjected to the most rigid regulation. 
There is no doubt that it is this unequal regulatory treatment which 
makes it virtually impossible for the railroads to effectively compete 
for this perishable traffic. 

The statutory provision which today provides the troublesome agri- 
cultural exemption for motor carriers is, of course, to be found in sec- 
tion 203 (b) (6) of the Interstate Commerce Act. That section now 
reads as follows: 

(b) Nothing in this part, except the provisions of section 204 relative to 
qualifications and maximum hours of service of employees and safety of operation 
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or standards of equipment shall be construed to include * * * (6) motor vehicles 
used in carrying property consisting of ordinary livestock, fish (including shell- 
fish), or agricultural commodities (not including manufactured products 
thereof), if such motor vehicles are not used in carrying any other property, 
or passengers, for compensation; * * *. 

As you know, this means that traffic within the scope of the exemp- 
tion may be transported by motor carriers without being subject to 
any regulation as to rates. When handling such traffic, truckers need 
file no tariffs : they may charge any rate ‘they wish, and may make 
spur-of-the-moment deals b: sed on any charge necessary to get that 
particular load. Of course, when the railroads handle the same traffic 
they are subject to every conceivable facet of regulation. Their rates 
must, be in published tariffs filed with the Interstate Commerce Com- 
mission and effective only upon proper notice; their rates are subject 
to suspension by the Commission and to constant scrutiny even after 
effectiveness; they must be just, reasonable, nondiscriminatory, non- 
preferential and otherwise lawful, and they must be rigidly adhered 
to without deviation or distinction between shippers. 

Now as to the intent or purpose of the exemption as enacted by 
Congress. 

There can be little doubt that the parties sought to be protected or 
benefited by this provision were the farmers and the fishermen. See 
Congressional Record, part II, volume 79, 74th Congress, 1st session, 
and 52d Motor Carrier Cases, pages 511, 515-516, “which cites this 
portion of the Congressional Record as authority for the following 
quote from a committee member : 

The object was to help the farmer and keep him out of any regulation what- 
soever insofar as handling unprocessed agricultural products or livestock on 
the farm. 

Note the words “unprocessed agricultural products” were subse- 
quently removed from the draft of the bill and “agricultural com- 
modities (not including manufactured products thereof)” was 
substituted. It remained evident, however, that the parties sought 
to be aided were the farmers. 

The exemption was directed to the producers of the indicated com- 
modities and was intended to assure that there would be no interference 
with the manner in which such farmer or fisherman moved his product 
from farm or dock to his market. 

Presumably, it was believed that the provided regulatory freedom 
would permit the producer to move these products to his point of sale 
at the on yest possible transportation cost. Clearly there was no in- 
tention to foster an entirely unregulated transportation industry or 
to provide large commercial inter ests with unregulated transportation. 
Yet it is the unregulated trucker, the large processor, the frozen-food 
industry, rather than the farmer and the fisherman, which today reap 
the inequitable benefits of the exemption. 

Under the next heading I shall briefly deal with the process by 
which the unjustified expansion of the agricultural exemption has 
occurred. 

The scope of the agricultural exemption as expanded (largely 
through judicial interpretation). The postwar era has seen major 
changes, both in such fields as agriculture and food processing, and 
in the increasingly competitive transportation climate. In such at- 
mosphere the various processing interests and the ever-expanding 
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exempt trucker groups have continuously sought to broaden the limits 
of freedom from regulation under the above-mentioned provision. 
Unfortunately, the language of the existing statute is general in nature 
and, as such, 1s subject to the possibility of interpretation far beyond 
its intended scope. The efforts of those benefiting by expansion of 
the exemption have received substantial encouragement from repeated 
judicial interpretations which tend to sanction exempt operations 
never contemplated by the statute and clearly inconsistent with the 
carefully considered interpretations of the Interstate Commerce Com- 
mission. 

There have been a number of cases in which the courts have ex- 
panded the area of permissible operations under section 203 (b) (6) 
of the Interstate Commerce Act. I shall refer to but a few of the 
more recent of such decisions. 

For example, in Hast Texas Motor Freight Lines, Inc. v. Frozen 
Food Express (351 U.S. 49), decided April 23, 1956, the Supreme 
Court, is overruling the Interstate Commerce Commission, held fresh 
and frozen dressed poultry to be an exempt agricultural commodity. 
The Court there laid down the “continuing substantial identity” test, 
reasoning that the exemption was applicable as long as “the commodity 
retains a continuing substantial identity through the processing 


stage.” 

iionsie. the difficulties of attempting to apply such rule in 
specific cases are numerous. Clearly such test suggests the possibility 
of even further expansion. 

What was originally a relatively minor exemption designed to aid 
the farmer and the fisherman has become a windfall to groups never 
intended to be benefited thereby. The farmers do not operate the 
itinerant trucks, nor do they own the trucking is operating 
under this exemption; they do not operate or control the commercial 
enterprises engaged in the various phases of processing the articles 
which, though far removed from the point of production, still un- 
justifiably carry the protective shield against regulation. 

The case of Home Transfer and Storage Co. v. United States (141 
F. Supp. 599), finds a statutory three-judge court applying the “con- 
tinuing substantial identity” test so as to reach the conclusion that 
frozen fresh fruits and vegetables are included within the exemption. 

The Federal courts have now extended the exemption so as to include 

cutup vegetables and frozen and pitted peaches, Frozen Fruit Express 
v. United States (148 F. Supp. 399; 355 U. S. 6), which case held 
that— 
* * * frozen whole eggs, dried egg powder, dried egg yolks, clean rice, rice bean, 
rice polish, pasteurized milk, fresh cut up vegetables in cellophane bags, fresh 
vegetables washed, cleaned and packaged in cellophane bags or boxes, quick 
frozen fruits or vegetables, shelled peanuts, peanuts shelled ground, killed and 
picked poultry, although not drawn, rolled barley, cottonseed hulls, beans pack- 
aged, dried artifically, or packed in small containers for retail trade, dried fruits, 
dried mechanically or artifically, peaches peeled, pitted and placed in cold stor- 
age, milk, skimmed, vitamin D, milk, powdered, buttermilk, feathers, frozen 
milk and cream, cotton linters, chopped hay, seeds, deawned or scarified, and re- 
dried tobacco leaves are “agricultural commodities” under provision of Inter- 
state Commerce Act exempting motor carriers of “agricultural commodities” 
from provision of the act and not unexempt “manufactured products” of agri- 
cultural commodities, * * * 





= 


l 
: 
3 
c 
l 
3 


INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS l1(I1 


Similarly, court decisions have stamped as exempt the truck trans- 
portation of such other articles as shelled nuts, dried fruits, redried 
tobacco, dried milk, dried eggs, and peat moss. 

The situation has become such that the traditional guideposts as for- 
mulated by the Interstate Commerce Commission in such cases as 
Determination of Exempted Agricultural Commodities (52 M. C. C. 
511 (1951), have become meaningless. aseayt 

In discussing the scope of commodities covered by the section in 

question, the Commission there concluded : 
* * * that the term “agricultural commodities” as used in section 203 (b) (6) 
embraces all products raised or produced on farms by tillage and cultivation of 
the soil (such as vegetables, fruits, and nuts) ; forest products; live poultry and 
bees; and commodities produced by ordinary livestock, live poultry, and bees 
(such as milk, wool, eggs, and honey). 

In the case in question the Commission found sliced, shredded, 
erappes fruits and vegetables to be nonexempt, because of the change 
in form. 

Similarly, dehydrated and frozen vegetables were both found not 
within the exemption. Dehulled oats and rice and pearled barley 
were found to be manufactured products of agricultural commodi- 
ties, and, hence, not within the scope of the exemption. Shelled pea- 
nuts and other shelled nuts were designated as nonexempt; redried 
tobacco was designated as not within the exemption. 

In its consideration of poultry, the Commission limited the ex- 
emption to live poultry and completely excluded such birds as doves 
and pigeons. Shelled, dehydrated, and frozen eggs were all excluded 
from the exemption. 

The above examples serve to indicate some of the areas subsequently 
broadened by judicial interpretation. 

As stressed by the Commission in its 71st annual report to Congress, 
the expansion of the agricultural commodity exemption has progressed 
far beyond the intent of Congress. As now interpreted, such ex- 
emption grants its major benefits to various commercial interests en- 
tirely unrelated to the farmer originally sought to be protected. 

Further, the unwarranted expansion of the exemption in question 
threatens the continued healthy existence of regulated public trans- 
portation which obviously cannot survive on an over-shrinking volume 
of traffic which it must carry with hands tied behind its back in com- 
petition with major segments of transportation permitted to operate 
without regulatory restraint. 

What the existing inequitable situation means to the railroads: 
The agricultural exemption has fostered an entirely new competitive 
agency in the field of transportation. It has resulted in the creation 
of a carrier group which may pick and choose its traffic and which 
may carry such traffic between whatever points most nearly suit its 
purpose and upon whatever terms may be necessary in order to obtain 
the particular tonnage in question. Such carriers need obtain no 
operating authority; they need file no tariffs; they need operate over 
no particular route; and, in general, they need answer to no regu- 
latory authority. They may operate in one direction as a private 
carrier, or more often as a pseudo-private carrier under the buy-and- 
sell subterfuge, and may then assume the role of exempt carrier in 
order to obtain a backhaul on any terms which appear preferable to 
an empty return journey. 
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Needless to state, the according of such inequitable advantages to 
a formidable competitor group makes it realistic ally impossible for 
the railroads to remain effectively competitive. This situation has 
resulted in the loss of tremendous railroad tonnages. I shall herein- 
after set forth certain data and examples showing just how the western 
railroads, including the Missouri Pacific, have been very seriously 
affected. 

Agriculture, including raising livestock and production of dairy 
products, is one of the principal economic factors in the western dis- 
trict, and the products produced through these activities provide a 
large proportion of the revenue which accrues to the railroads 
operating in this area. 

In the year 1936, for example, such exempt commodities accounted 
for more than 22 percent of the total revenues of the western railroads. 
By 1956, however, tonnage in this category accounted for only 
approximately 17 percent of the total revenues of those roads. On 
the Missouri Pacific exempt commodities provided over 20 percent 
of our total revenue in 1936, but by last year, 1957, they were con- 
tributing only 13 percent. 

Without question, one of the factors which has brought about the 
declining relative contribution from such traffic is the very broad 
exemption privileges accorded to competing truckers in the handling 
of those same commodities. 

I have previously mentioned the vital interest of the Missouri 
Pacific in the Texas citrus and vegetable producing districts which are 
served by our railroad. 

Back in the 1930°s we enjoyed sizable percentages of the citrus and 
vegetable tonnages originating at those points. For example, in the 
1934-35 season the railroads handled 61 percent of all citrus fruit 
shipped from the Rio Grande Valley and the truckers handled only 
39 percent. In the 1935-36 season the truckers handled 35.8 percent. 
In the 1936-37 season the trucks handled only 24.2 percent, and in the 
1938-39 season they handled 37.2 percent. Thereafter, except for the 
war years which temporarily halted most truck tr ansportation, the 
percentages handled by motor carrier have increased rapidly. By 
the 1956-57 season the truckers had obtained 94.5 percent of this citrus 
traffic. 

The situation as to vegetable tonnages out of the valley is almost 
as alarming from the railroads’ point of view. 

While the transporters of exempt agricultural products are taking 
a greater part of all commodities, we find that they are especially 
directing their efforts to movements of fresh or frozen fruits and 
vegetables, including potatoes and peaches, feeding grains, principally 
corn and sorghum grains, rice, soybeans, cottonseed, livestock, dairy 
products, bananas, and green coffee. The two tables shown below 
demonstrate the ability of exempt transporters to compete with the 
railroads for the transportation of agricultural products. 


me 
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Movement of potatoes from Colorado by rail and truck 


| | 
| 
Season or year | Cars via Percent Cars via | Percent Total 
rail 


15, 616 | . 3, 748 | 19.0 19, 364 
4, 836 | 36. 8, 780 64.0 13, 576 
15, 085 | 0 | 2, 057 12.0 17, 142 
3, 305 | ; 14, 489 | 81.4 17, 794 


Authority: U. S. Department of Agriculture, Agriculture Marketing Service, carload shipments of fruits 
and vegetables, 1956 (Colorado). U.S. Department of Agriculture, Production and Marketing Adminis- 
tration, marketing Colorado, Nebraska, and W yoming potatoes, 1945-46. 


Note the significant percentage comparisons between 1936 and 1956, 
the figures demonstrating a complete percentage reversal as between 
rail and truck. 


Movement of peaches from Colorado via rail and truck 


; | | 
| Approxi- 
| Cars via mate car- 

| rail lots via 


Year Percent Total 


| 
truck! | 
} 


ae 
; 





2, 609 
2, 625 


! On basis of 24,000 pounds per car. 


The table below shows how rail participation in the movement of 
corn has declined in the 10-year period 1947 through 1956. 


Production of corn and tons of corn originated by railroads in central western 
and southwestern regions 


| Tons origi- | 
| Production | natedin | 
| oOfcorn! Index / central | Index 
| (thousands 1947=100 | western and 1947= 100 
| of bushels) southwestern 

| regions 


j 
707, 452 100.0} 6, 634, 608 
1, 339, 870 189.4} 3,829,711 
1,171, 511 165.6 | 5,114,530 
1, 122, 364 | 158. 6 5, 197, 021 
923, 667 | 130.4} 6,332,255 
1, 241, 992 | 175.6 | 5, 101, 459 
1, 047, 052 | 148.0 4, 579, 488 
927, 462 131.1 4, 196. 748 
882, 917 124.8 3, 413, 864 
927, 458 131.1 3, 404. 316 
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| 


1 States of Arkansas, Iowa, Kansas, Louisiana, Missouri, Nebraska, Oklahoma, and Texas. 
? Preliminary. 


The above table shows that, although the production of corn in 1956 
was 131.1 percent of the production in 1947, traffic originated on the 
railroads operating in central western and southwestern regions 
was only 51.3 percent of the tons originated in 1947. 

A somewhat similar situation exists in connection with transpor- 
tation of sorghum grains. The production of this commodity in 1956 
was 201 —. of the production in 1947, but the volume which 
originated on the railroads in central western and southwestern 
regions was only 156 percent of that in 1947. 
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One of the most vivid and dramatic examples of the ability of 
trucks engaged in the transportation of exempt commodities to 
quickly take traffic away from the railroads is to be found in the 
railroads’ recent experience with regard to the transportation of 
clean rice. 

In the years prior to 1957 clean rice had been classified as a non- 
exempt commodity, and, as such, it moved largely either by rail or 
by certificated motor carriers. Then came the decision of the District 
Court of the United States for the Southern District of Texas, 
Houston Division, in Frozen Food Express v. United States of 
America and Interstate Commerce Commassion (Dee. 31, 1956, 148 F. 
Supp. 399). This decision, which was affirmed by the United States 
Supreme Court without opinion (355 N. 8. 6), held clean rice, rice 
bran, and rice polish to be agricultural commodities exempt under 
section 203 (b) (6) of the Interstate Commerce Act. 

By reason of this decision, the Commission in such cases as /’enn- 
Diwie Lines, Inc., Extension, Rice (72 M. C. C. 797), reversed its 
previous views and announced that certification was unnecessary to 
the transportation of clean rice. 

Prior to these decisions clean rice, when it moved via truck, was 
generally transported by common carriers under rates duly filed with 
the Interstate Commerce Commission. After the decision the rail- 
roads lost such a large portion of their rice tonnage that we on the 
Missouri Pacific deemed it advisable to assign one of our traffic 
analysts to make a thorough study of the situation to determine the 
changes that should be made in our rate structure to improve our 
competitive situation. 

This traffic analyst conferred with growers, millers, and shippers. 
From several rice mills in Arkansas he obtained the volume of milled 
rice, brewer’s rice, and rice products to destinations in Alabama, 
Florida, Georgia, Mississippi, North Carolina, South Carolina, and 
Tennessee, which is the principal consuming area of clean rice, for 
the months of March, April, and May of 1956 and 1957. 

In March, April, and May of 1956 the railroads transported 8,743 
tons of rice, or 86.2 percent of the total handled by all forms of 
transportation, while the trucks moved 1,431 tons. For the same 
period of 1957 rail tonnage declined to 5,562 tons, or 46 percent, 
and the trucks’ proportion increased to 6,509 tons or 54 percent. 

Included in the rail tonnage of 1957 was an abnormally heavy 
movement of rice hulls to a chemical plant at Memphis, Tenn., which 
did not occur in 1956. The decline in rail traffic was 36 percent while 
the increase in the truck movement was 354 percent. 

These examples should give you an idea of the magnitude of the 
problems faced by the railroads in their efforts to retain the vitally 
needed tonnages of agricultural commodities. 

It might be thought that rail-rate reductions would provide an 
answer. 

Our experience has demonstrated that such is not generally the case. 
When a railroad makes a rate reduction, the truckers are well aware 
of it. They, like everyone else, have access to our duly published 
tariffs which contain the only rates which we may charge. It is thus 
a simple matter for the trucker to make individual bids always a few 
cents under our rates in order to get the business. 





ice 
ler 


Mi Tb- 
its 
to 


vas 
ith 
2i)- 
the 
ffie 
the 
our 


ers. 
led 
ma, 
and 

for 


743 
; of 
ame 
ent, 


avy 
hich 
hile 


the 
ally 


> an 


case. 
vare 
shed 
thus 

few 


INTERSTATE COMMERCE ACT—-AGRICULTURAL EXEMPTIONS 105 


As I have indicated, such itinerant trucker is bound by no tariff or 
regulatory restraint, and frequently he will bid almost anything in 


order to get a backhaul. Thus we have found from experience that, 


while rate reductions have been temporarily effective on occasion, they 
have not provided a satisfactory permanent solution. 

Until our truck competitors are subjected to regulation more nearly 
approximating that under which the railroads operate, the railroad 
industry will continue to be at an almost insurmountable disadvantage 
in the hauling of agricultural commodities. For these reasons an 
amendment of the type now under consideration is clearly necessary. 

The increasing awareness of the need for congressional action in 
this area: Although the process has been in operation for some time, it 
is only recently that those not engaged in transportation have begun 
to become aware of the serious inroads which have been made into rail- 
road tonnages by the so-called itinerant. or exempt-commodity trucker. 
The present unsatisfactory plight of the railroad industry has awak- 
ened an interest in some of the inequities which have been responsible 
for the existing situation. Prominent among those inequities is the 
freedom permitted vast segments of competing transportation agen- 
cies under this so-called agricultural exemption. One need but scan 
the magazines and the newspapers of the past few months in order to 
note that the present awareness of the situation is widespread. 

The Interstate Commerce Commission, the railroad industry, regu- 
lated truckers, shipper groups, economists, and all who reject patent 
injustice call for some change in the present muchly abused exemp- 
tion provision. 

During the recent testimony before the Senate committee even cer- 
tain truckers of these exempt commodities expressed their views that 
all motor carriers for hire, including the haulers of these exempt com- 
modities, should be subjected to regulation. See testimony of W. M. 
McCurdy, president, Perishable Commodity Carriers Association, 
Inc., who described the existing situation as “chaotic.” 

The critical nature of the existing problem is fully recognized by 
the Interstate Commerce Commission. In its 71st annual report to 
Congress the Commission has strongly urged an amendment which 
would place a realistic limit on transportation conducted under color 
of the agricultural exemption. The Commission has described the 
continued expansion in the area of this exemption as “alarming” and 
has stated its views that recent court interpretations go far beyond 
the intention of Congress. The Commission has warned that con- 
tinued healthy existence of public transportation is threatened by 
the ever-shrinking volume of traffic remaining to such carriers, and 
has stressed the fundamental public interest in protecting and pre- 
serving the national transportation system. 

Pursuant to the Interstate Commerce Commission’s plea for some 
realistic line of demarcation between exempt and nonexempt traffic 
of this type, S. 1689 and the instant H. R. 5823 were introduced. 
At least one other bill having a similar purpose—the Smathers bill— 
has been introduced in the Senate. 

Our position: As you know, the railroad industry generally has 
long been on record as favoring complete repeal of section 203 (b) 
(6) of the Interstate Commerce Act. It is believed that a farmer 
transporting his own products to market has adequate freedom from 
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regulation as a bona fide private carrier. Any other transporta- 
tion of agricultural products would appear clearly within the realm 
of public transportation and, hence, properly subject to treatment 
as such. It is recognized, however, that repeal of the exemption is 
not realistically possible, at least not at this time. Accordingly, we 
will lend our full support to legislation promising to more nearly 
limit the exemption to the scope which we believe to have been 
originally intended. We view the instant bill as an amendment of 
this type; and, accordingly, it has my full support. 

I support this bill introduced in the House by Chairman Harris of 
this committee because I think it is a necessary and integral part of 
legislation needed to stabilize the transportation situation in this 
country so that the major transportation agency, the railroads, may 
continue to live and function in our economy. 

This bill alone, I think, would not be sufficient to meet the situa- 
tion because I believe the plight of the railroads is such that it takes 
pretty broad treatment of a good many problems to set their house 
in order and enable them to properly serve the country. 

The difficulty as I see it, broadly stated, is that the railroads, sub- 
ject to regulation from beginning to end of their operations, and 
almost every other activity, by the Interstate Commerce Commission 
and often by State commissions, are not in the position of continue, 
in my opinion, over any great number of years to render a service, 
probably to continue in business, if they are subjected to having 
their traffic eroded away from them by unregulated and, therefore, 
specially favored agencies of transportation. 

I do not want you to get the impression that I in any way suggest 
that the railroads should not be regulated. I think there would be 
an utterly chaotic situation existing in this country if the railroads 
were not regulated; and I think, by the same token, other important 
agencies of transportation should likewise be regulated and that that 
would be in the interest of the general economy. 

I think the situation with the railroads basically is so serious that 
in the foreseeable future the Government may have to take them over 
entirely if it expects them to continue to operate with their hands 
tied behind their backs and in competition with those who are free 
from restriction. Ithink the situation is that serious. 

I would like also to emphasize the fact that I think the present 
depression accentuates this situation, but is not the basic cause of the 
difficulty of the railroads. The trouble is the railroads are a common 
carrier and are responsible to the public for the carrying of every 
commodity almost anywhere in this country, and you can understand 
the seriousness of their situation when I say that much of the most 
productive and attractive traffic is taken over by these agencies of 
transportation that are not regulated. 

I, too, would say that I am not naive enough to believe that in this 
day and time there is no place for other agencies of transportation than 
the railroad, and I think the public would demand and would cer- 
tainly get service from trucks and from airlines and from water trans- 
portation, and that the railroads must meet the legitimate competition 
of all those agencies of transportation. In certain situations they 
will not be able to compete and the other agencies will handle that 
traffic. 
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It isn’t that that I object to, but when I say that perhaps 10 percent 
of the water transportation is regulated and less than a third perhaps 
of the highway transportation is regulated you can see how serious 
this unregulated transportation is to a wholly regulated industry. 

Now, dealing with the areas specifically referred to and covered 
by this proposed amendment to the Interstate Commerce Act, I would 
hike to point out that agricultural products are one of the important 

roducts carried by railroads, and have been down through the years. 

can say for my own railroad, which operates extensively in the State 
of Texas and also in part of Colorado and the States in between those 
two extreme points, that this agricultural traffic was an important part 
of our traffic and we went to great ee to encourage particularly 
citrus and vegetable production in the Rio Grande Valley and in the 
Winter Garden. 

We have, through a subsidiary company, more than 10,000 refrig- 
erated cars that in good part were originally intended to serve that 
traffic, and for many, many years—in fact, largely up to the time of 
the last war—we handled the major part of that traffic. But we have 
increasingly, since the close of the last war, been affected by the exempt 
trucker for 2 or 3 reasons. 

In the first place, the exempt trucker has no obligation to anyone 
to give him a specific charge. I mean he can have differentials be- 
tween individuals and charge one one rate and charge another rate to 
another individual. He can say he is too busy or he hasn’t accommo- 
dations to take traffic in this line which doesn’t seem attractive to him, 
and he can whoily disregard the normal regulations with respect. to 
too long hours in the service of the people that operate trucks so that 
it becomes almost impossible to fairly compete. 

He can change his rates from day to day. 

It places the railroads at a very serious disadvantage. Personally I 
think it is to the disadvantage of the whole economy and also of those 
sought to be helped because I truly believe that if the railroads were 
given a fair opportunity to compete for this business they would not 
only get a major part of it but they would be able to handle it at rates 
and charges that would be ultimately more attractive to the original 
producers, the farmers and the men engaged in the fish industry as 
well. I believe this because I am sure it is a fact that, given volume, 
the railroads are, by and large, the cheapest form of transportation 
available in this country. For example, I will just illustrate that by 
referring to a train of 150 cars loaded with freight, hauled on 2 rails 
across the country by 5 men. 

In other words, it takes five trainmen to operate such a train. 

You could take 150 of the biggest trucks you can imagine, manned by 
150 men, to carry that same quantity of freight. And that would be 
at a prohibitive cost even if there were highways sufficient to handle 
the traffic should the railroads ultimately be out of business as private 
carriers. 

So the thing I am here to urge is that the so-called exempt trucker— 
in fact, not so-called but the actually exempt trucker—be subjected to 
regulation by the Interstate Commerce Commission, be required to 
make rates and stick to them like we are, and to go through the other 
regulatory requirements that are faced by the major transportation 
agency, which, I say, is having important and very valuable types of 
traffic taken away from it. 

26170588 
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By and large, the truck industry is perfectly willing to let us 
haul sand and gravel. We can haul it all over the world. However, 
when it comes to something that carries a substantial rate, they are at 
the rathole to compete for it, and they always have trucks available 
for that. So our situation becomes “r y serious. 

I think there is one other thing. ou are familiar at all with 
the produce market, to one not snléteted ie goes into the market place, 
it would be the most confusing place in the world, particularly in the 
fruit and vegetable markets. I really believe that if the exempt 
truckers were regulated it would result in a stabilized market which 
would ultimately redound in a very important way to the well-being 
of the producers of farm products. In other words, I believe that 
today the exempt trucker, who can own one truck and ride on it all 
night and all day and get something to market in good or bad condition 
and at prices which may be not compensatory, can destroy and upset 
a whole market by coming into it with a product at a price which 
cannot be sustained for the major crop involved. 

So I believe that regulation by the Commission would result in 
stabilization and ultimately better prices to the ultimate producer, 
the farmer, who I believe was the object really of the concern of 
Congress when this original act was enacted in 1935. 

When the railroads handle this same traffic that the exempt trucker 
now handles I would just like to show you how many things they 
have to do. 

First, their rates must be published. That isa very important thing. 
A trucker sees our rate coil he can go a few cents under it, and away 
he goes. He can change that immediately. 


We have to file our a TY with the Commission, sustain them 


there, and they are published and they are subject to constant review 
and revision. They are effective only after this public notice. They 
are, as I stated, subject to suspension by the Commission, and constant 
scrutiny even after they become effective. They must be just, reason- 
able, nondiscriminatory, nonpreferential, and otherwise lawful, and 
they must be rigidly adhered to because it is a criminal offense to 
knowingly fail to observe these rates once they have been published 
and established. 

I think those are all important protections for the public, and that 
is necessarily true that freedom from the restriction has resulted in 
serious abuses, and ultimately, I believe, in loss to the whole economy 
and very particularly to those who were sought to be benefited by this 
exemption. 

I have covered a good many things and gone into these cases be- 

cause certainly, by judicial inter pretation, this act has gone far beyond 
anything that I can conceive of C ‘ongress having been concerned with. 

We have, by and large, regulated public transportation. It is the 
policy of the Government to regulate public transportation, and it is 
inconceivable to me that Congress could have been in session here and 
concluded to create a special type of public transportation that would 
be free from regulations. 

As a matter of fact, at the time the act was enacted there was not 
too much of this trucking operation to be concerned with, but this type 
of business, par ticularly i in the line of fruit and vegetables, has largely 
disappeared from the railroads, and down in Texas it is a product that 
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the railroads did a lot to sponsor, not only with our service but with 
agricultural agents and departments to help build up this traffic. 

That doesn’t entitle us to it. I mean we are not entitled to it 
because we helped develop it, but we are, I think, entitled to a fair 
chance to compete for that traffic, and that is denied us now by the 
freedom granted these exempt trucks. 

I think I have nothing further to add except again to emphasize the 
fact that this is only part of a very important program that I think 
is necessary to stabilize this whole railroad transportation and, there- 
fore, the transportation industry in the country. 

I want to fully endorse what was said by the Honorable Howard 
Freas, the Chairman of the Commission. I think his statement to you 
was informative, and, coming from a wholly unprejudiced source, 
should have great weight with you and should be important guidance 
for the committee. 

I thank you very much for the opportunity to appear, and if you 
have any questions that I can answer I will be glad to try. 

Mr. Rogers. Thank you, Mr. Dearmont. 

The Chair recognizes the gentleman from Maryland, Mr. Friedel. 

Mr. Frrepet. No questions. 

Mr. Rocers. The gentleman from Illinois. 

Mr. Springer. Thank you, Mr. Chairman. 

Mr. Dearmont, I want to say to you [ think you made an excellent 
statement in behalf of your position. 

Has your road made any survey to determine how much of the now- 
exempt traffic would come to railroads if this legislation were enacted ? 

Mr. Drarmonv. It is very difficult to get this type of information. 
We have had specialists, particularly in the Rio Grande Valley, study- 
ing this whole movement to see just how much of it would be available 
if the restrictions were removed, and also to find, if possible, some 
way, even in the face of the exemption, whereby we could recapture 
some of it. 

The only measure we have is the loss of traffic that has resulted after 
the enactment of this measure, and I can say, as I recall the Rio 
Grande Valley, the figures just returned indicate that 81 percent of 
the citrus and vegetable traffic in the valley that was hauled by rail- 
roads is just switched around so that trucks now handle 81 percent. 

It is largely this exempt truck operation which is responsible for 
that. 

The same thing is true about rice in Arkansas. We have made 
continuing reductions in the price in an attempt to hold that very 
important traffic, but we find that when we publish a rate, the next 
day almost the truckers are familiar with what that rate is, and they 
go around and offer to handle the matter just a little bit cheaper, and 
they can put that into effect immediately, and it has resulted in our 
having lost about a third of our rice traffic. 

For example, in Arkansas, as a result of this type of unrestricted 
competition, that is the situation existing. 

Mr. Sprincer. Now, Mr. Dearmont, it has been reversed so that 
you used to have 80 percent, and you now have 20 percent. 

This Congress, and I may say this committee, is very cognizant 
of the position of railroads now. No one would have to inform us 
of that. We have had a great deal of information in the last 120 days. 
We know what that is. 
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This legislation is being proposed to improve the position of the 
railroads. 

My purpose in asking you this line of questions is to determine 
how effective this legislation might or would be in alleviating your 
own problem. 

If the exempt trucks now have 80 percent and this legislation 
were enacted, my point in asking you is to find out how much you are 
going to recapture. 

Mr. Dearmonr. I think we would recapture a great part of that 
which goes to the primary markets. 

Mr. Sprincer. What do you mean by the primary markets ? 

Mr. Dearmont. I mean Chicago, St. Louis, New York, and other 
major markets where citrus and vegetables, particularly those com- 
modities, are moved, if that is what we are referring to. 

Mr. Sprincer. Can you give any reasons why you think it would 
come to you rather than the regulated truck industry ? 

Mr. Drarmont. Because, in the first place, I think if trucks were 
regulated they would not be as economical as the railroad operation. 
That is No. 1. 

I believe we could haul produce and farm products to the market 
more cheaply than the trucks could if they were regulated and re- 
quired to observe normal conditions with respect to employment and 
the publishing of rates and the keeping of records and all the things 
that go into a regulated public transportation situation. 

Mr. Sprincer. A large part of the unregulated traffic really is 
itinerant trucking; is it not ? 

Mr. Dearmont. It is a little difficult to define that itinerant truck- 
ing, but a great deal of it is. 

, Mr. Springer. You understand what I mean. 

Mr. Dearmont. Yes; I know what you mean by itinerant trucking. 

Mr. Sprincer. If you have this matter regulated the probabilities 
are that a great deal of the itinerant trucking would leave the market ; 
is that not right ? 

Mr. Dearmont. I think that is right. 

Mr. Sprincer. Then you are going to take up really the big opera- 
tion by the trucking concern, which is regulated. Now, competitively, 
are you in position to compete with them ¢ 

Mr. Dearmont. I think we are. 

Mr. Sprincer. You feel fairly sure about that ? 

Mr. Dearmont. I am sure we can compete with the large truck 
operation if it is regulated and has to publish rates and be subject to 
the regulations that the railroads are. 

Mr. Springer. May I say that I ask you that question because I feel 
sure. although nobody said it, but I think I can sense it, that the large 
trucking operation is just as vitally interested. At least the way they 
are talking, they are just as interested in this legislation as you are. 
So they are going into this market for themselves. 

That is why I wonder if the railroad is going to recapture this. I 
do not doubt your integrity and your desire, but the question is in my 
mind is whether or not this legislation is going to be as beneficial to 
you as some of the railroad people think. 

Mr. Dearmonrt. It is my judgment that, given an equal opportunity 
to compete for this business, we could get a very substantially larger 
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share than we get now, and I base that upon the fact that I am sure 
railroad transportation, given volume, is the cheapest means of trans- 
portation of freight any considerable distance. I mean 150 or 200 
miles or farther. 

Therefore, even though I am sure the large trucker today is a 
and harassed by the unregulated trucker and, therefore, would feel 
that he himself could recapture some of the traffic that goes to the 
itinerant trucker today, I still believe that the big gainer in this 
would be the railroads. 

Mr. Sprtncer. There is a second line of questioning I could go into, 
and this is being raised by farmers. 

How much do you think you would increase the price of the product 
which leaves the Rio Grande Valley and arrives in Chicago? 

How much do you believe the increase in the product would be going 
by railroad from the Rio Grande Valley to Chicago over what it is 
with the unregulated trucker ? 

Mr. Dearmont. I hesitate to give you a figure because I do not have 
a figure that I could give you as a result of any investigation. 

Mr. Sprincer. Do you Kelivve it would be 2 percent ? 

Mr. Drarmonv. I think it would be very substantial. 

Mr. Sprincer. 5 percent? 

Mr. Dearmonr. Oh, price? 

I thought you said the percentage. 

You are asking now about what effect it would have upon the price 
of the product in the market ? 

Mr. Springer. Yes. I asked you to give the percentage of increase 
in the price of the product from the Rio Grande to Chicago over what 
it is with the unregulated trucker. 

Mr. Dearmont. I think it would be greater for two reasons: 

First, because I think it would get to the market in better order 
and better condition ; second, I think the market would not be destroyed 
by reckless dumping of these products on the market, which you have 
the effect of destroying the whole price maintained at such a market. 
I mean you bring in such an irresponsible itinerant with a load of fruit 
and vegetables which he offers at almost any price to get it off his 
hands, and it has a depressing effect on the whole market. How great 
that is I do not know, but I think that is a serious consideration. 

Mr. Serincer. The point I am getting at you still have not answered, 
Mr. Dearmont, and I am trying to get it on the record. 

First of all, do you believe there would be any increase in the cost 
of the product in Chicago if shipped by regulated rail over what it 
is now with the unregulated trucker ? 

Mr. Dearmont. In my opinion there is unlikely to be any major 
increase in the price of the product when it reaches Chicago by reason 
of its being transported by rail. 

Mr. Sprincer. The second question is: 

You have used the words “major increase.” Will you tell me what 
you think the percent of increase would be ? 

Mr. Dearmont. You mean increase in the product ? 

Mr. Sprincer. In the price of the product. 

Mr. Dearmont. I think it would come, as I suggest, in a reduction 
of the cost of transportation and that, therefore, the improvement 
of price to the farmer would result from the cheaper transportation 
over all of the product to the market. 
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Mr. Srrincer. Are you saying to this committee—that is what I 
want to be sure of—that you think that the price of the product at 
Chicago will be less by virtue of the fact that you have the unregu- 
lated trucker out of business ? 

Mr. Dearmonrt. It could be because I believe the cost of transpor- 
tation would be less. 

Mr. Springer. You make that as a positive statement? You think 
it would be less ? 

Mr. Dearmonr. Yes, sir. 

Mr. Sprrncer. May I say that that is the real objection to this bill 
by the agricultural organizations. 

I am not saying what I think about it. I am saying that is the 
major objection, that the price of the product will be increased, and 
that is the position which the farm groups are taking. 

Just to put that aside for a second, may I ask you this because it 
happens to be a position which I have supported very strongly in this 
Congress, and I hope we can do something about it in this session: 

If you had to make a choice between this bill and another bill which 
would remove the 3-percent excise tax on traffic and a 10-percent excise 
tax on passenger service, which bill would you select? 

Mr. Dearmont. That is almost like asking me whether I would 
rather have my right or left hand cut off. 

Mr. Springer. I believe that is all, Mr. Chairman. 

Thank you. 

Mr. Rogers. Mr. Younger. 

Mr. Youncer. Just a couple of questions. I will ask another ques- 
tion on “druthers.” 

Would you rather have your hands untied on the transportation of 
all of the exempt articles than this bill ? 

Mr. Dearmont. I would not because I believe unrestricted trans- 
portation is not sound in our economy, that we must have regulated 
public transportation. And I have no desire to go out and haul some- 
thing at a loss to try to put somebody out of business. 

Everybody is worried for fear the railroads are going to put some- 
body out of business if they are not regulated. I think, by and large, 
you will find the railroad industry is content to be regulated and isn’t 
asking the right to operate free from regulation; and, therefore, as 
far as I am concerned, I would rather have this bill to be given the 
same freedom that the agriculturally exempt trucker has. I don’t 
believe that is sound for our overall transportation program in this 
country. 

Mr. Youneer. That is all, Mr. Chairman. 

Mr. Rogers. The Chair recognizes the gentleman from Arkansas, 
Mr. Harris. 

The CHarrmMan. Senator Dearmont, I tried hurriedly to run 
through your prepared statement. 

There are many people, as you know, who are interested in this 
problem. I think there are a lot of people in certain industries that 
are alarmed by this proposal and, maybe in some instances, with 
justification. I think there are other people who are expressing a 
great deal of fear and trepidation who are perhaps hiding behind 
the coattails of some other industry. 
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It seems to me that there should be some kind of reasonable meeting 

und. 

There are certain areas in the transportation of agricultural com- 
modities where, I think you would admit, the common carriers, par- 
ticularly the railroads and the truckers, certainly water transporta- 
tion, could not serve adequately. As an example, take the borderline 
case where a farmer has an animal that he wants to transport into 
another State. You do not contend by any stretch of the imagination 
that common-carrier service is available for that kind of operation ? 

Mr. Drearmont. No. Clearly it is not available for that kind of 
operation. 

The Cuatrman. And that kind of a situation ought to be left alone, 
should it not ? 

Mr. Dearmonr. It certainly should. 

The Cuarmman. The tobacco business has been called to our atten- 
tion. 

There are certain areas in the tobacco business where the product 
is transported from the field, in most instances on the farm, to the 
drying house and then from there to another place where it is finally 
gotten on its way to the transition in the manufacturing stage. In 
that particular phase of the activity of the individual farmer or 
tobacco grower you would not seriously contend that there is ample 
common-carrier service to meet that kind of situation? 

Mr. Dearmonr. I don’t think so at all, and I doubt that any law 
is needed to take care of that movement of the average farmer to 
the market you referred to. 

The CuHatrMan. Pass this bill just like it is and you will find out, 
so they tell me. 

Mr. Drarmonr. I doubt that. In other words, I think that is 
largely by private carriers anyway. 

And I grew up on the farm. 

I realize it has changed a good deal since then. 

The Cuatrman. Take another instance as an example; the poultry 
industry. We do not have any tobacco in my State. 

Texarkana, Ark., is in my district. It is a part of the whole area, 
and we have four States: Oklahoma, Arkansas, Louisiana, and Texas, 
and we do, therefore, face this problem that I mentioned a moment ago 
about transporting the animal from one State to the other across the 
line forsale. We also havea rather substantial poultry industry, some 
in my own area, and therefore I know a little bit about the problem. 
They process the chicken into fresh poultry and get it on its way to the 
market. It is put in ice on a truck as it comes out of the processing 
plant, say this afternoon, and it is chilled by just ice; not frozen at all. 

That chicken gets on its way to the market, and it may go to Chicago 
orit may goto California. In our area the major markets are out west. 

So far as I have been able to find out, there are no common-carrier 
trucks whatsoever available for that service, and, as I understand, the 
railroads have no facilities for that kind of service at all. And, if you 
did undertake it, instead of getting at the destination in 24 to 48 hours, 
it might be 5 or 6 days. 

We know as a matter of fact that the poultry cannot go beyond 4 days 
from the time of processing to the time it reaches consumer. Being 
realistic about it, you do not contend that the common carriers can meet 
that kind of service ? 


eee So ae 
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Mr. Drarmonr. I don’t believe the common carrier can meet any of 
the local traffic you are talking about. 

The Cuarmman. That isnot local. That goes 3,000 miles. 

Mr. Dearmont. How many ? 

The Cuatrman. Maybe not that far. I am speaking about the 
maximum. Say from DeQueen, Ark., to Los Angeles, Calif. 

Mr. Drarmonr. That is a long way to move a pullet, I think. 

The Cuarrman. They are being moved by the thousands. 

Mr. Drearmont. Nevertheless, as far as that is concerned, we could 
move that in 4 days by freight. 

The Caarrman. You do not offer it. 

Mr. Dearmont. By railroad freight. We are offering fast freight 
now that is that fast. 

The Cuarrman. That is what the industry tells me, and they have 
given me some examples of shipments that were attempted to be moved 
by rail and they were sidetracked somewhere between here and there 
waiting for the next train to come through. 

Mr. Dearmont. We expedite important traffic like that, but my 
point is that even if it needs to move by truck it should be regulated 
and it should not be a hit-or-miss proposition like you find in the 
case of the exempt trucker. 

The CuarrMan. Perhaps you are right. 

Assuming that you are right, if you require the shipment to be moved 
by regulated trucks and there are no regulated trucks available, then 
what is going to happen to the industry ? 

Mr. Dearmont. The law of supply and demand and economics con- 
trol that. There will be a truck there or a railroad available if it isa 
profitable piece of business and that type of business would be movable, 
that long-haul poultry. 

The Cuarrman. I am interested in your reaction to it, but my in- 
formation from talking to those in the business is contrary to what you 
just expressed. That is the reason I say that if we can find out actually 
what part of the service ought to be brought within the common-carrier 
system and restrict it, but yet not destroy a service that the American 
people demand and must have, then I think we can probably solve some 
of the problems that our common-carrier system faces today. 

Mr. Dearmont. I prefaced my statement here today with the re- 
mark that I was not naive enough to believe that the railroads ought 
to carry everything, that the public was entitled to the service of trucks 
and to waterways and to pipelines and to airlines, and all those things 
are readily agreed to mil understood, I think, by even people in the 
railroad industry. But the fact that there is great need for unregulated 
traffic is not one that I subscribe to because I believe under fair regula- 
tion by the Interstate Commerce Commission, even by a State com- 
mission, you can find that the traffic can be well handled with less con- 
fusion, with the same opportunity for every shipper rather than a 
special favor to some and with the requirement thereafter that the 
rates be published. That is the very vital and important thing. 

The trucking industry, I am sure, and particularly this unregulated 
trucking industry, reaps a harvest of business because they are able to 
chisel under just a little bit because our rates are published for all the 
world to see and theirs are not published and are subject to change 
without any type of notice. It is not required that they treat Tom, 
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Dick, and Harry alike. Tom can be favored, and Dick can be hurt, 
and you give the same power to them that once was in the railroads to 
destroy even the life of the community, I think. 

Mr. Youncer. Will the gentleman yield for one question there? 

The CuarrMan. Surely. 

Mr. Youncer. In co own statement you made it very clear that 

our hands were tied, and you were complaining about the railroads’ 
iis being tied. We have proposed a proposition where your hands 
would be untied, and you say no, you do not want that. 

What do you mean by your hands being tied, and how can they be 
untied ¢ 

Mr. Drarmont. It is like putting Jack Dempsey into the ring with 
me with both his hands tied behind. I might be able to push him 
around a good deal. 

My point is that the rules and regulations should apply to all that 
are bidding for this traffic ; that you cannot put one under restrictions, 
the requirement that they publish their rates, the requirement that they 
observe all sorts of important regulations for the protection of the 
public, and expect them to fairly compete against an agency which is 
subject to none of these restrictions, which is not required to treat each 
citizen without favor, and has no requirement that he let you know 
what their charge is. Those are the things. 

Mr. Youncer. In other words, you want us to understand that you 
do not want your hands untied. All you want is the other man’s 
hands tied. 

Mr. Dearmont. That is right. I want him to be regulated because 
I believe that the transportation agency should be regulated. 

Mr. Youncer. I just wanted to get that clear. 

Mr. Dearmonrt. I would like to answer one more and say this: If 
they are to continue untied, let me be untied, too. 

Mr. Younger. That is the proposition I offered you, and you said 
no; you did not want it. 

Mr. Dearmont. I say that is not sound for the country. I think 
you should have a regulated transportation industry, and I think 
that is important, and I think chaos in certain markets would result 
from untying our hands. 

But if you are going to make fish of one and fowl of another you 
are not going to suit me either. I either want to be untied or I want 
everybody to be reasonably regulated. 

Mr. Youncer. I think you are going to have to make a choice. You 
may have to be untied. 

Mr. Dearmonvr. If I have to, I will. But I still think that is not 
sound for the general economy. 

Mr. Younger. That is all. 

The CHamman. The real problem, I assume then from the view we 
have had here, is the large truck fleets that are operating all over 
the country, and are actually doing what should be common-carrier 
service without any regulation at all other than the safety provisions 
and so forth required by the ICC. Is that the real problem? 

Mr. Dearmont. In my opinion, the whole exempt trucker free 
from regulation is a problem that I think we can’t fairly cope with 
because of the special privilege given. The only difference is the 
big fleet is more serious than the little fellow is because he handles 
more of the commodity in question. 
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I don’t believe there is any basis at all for any exemption. I think 
it is unsound. I don’t think it redounds to the benefit of the farmer. 
I am not sure I can convince the farmer of it, and, if I can’t con- 
vince him, I doubt that I can convince Congress that he wasn’t en- 
titled to any exemption at all. 

The CuarrMan. We will take just one other omnes. 

In north central Arkansas, for example, they produce strawberries, 
As I understand their procedure, they will pick strawberries and take 
them out to the shed or someplace where they put them up in crates, 
There will be a truck, say, from St. Louis or Memphis or wherever 
it might be that will come into that shed or that central location. 
It will provide a market for those strawberries and buy the straw- 
berries there on the spot, and transport them to the market, say to 
St. Louis. That operation combines the buyer and the transporter. 
Without that operation where is that farmer that produces straw- 
berries going to get his market? 

Mr. Drearmont. That is a very perishable product and quite sea- 
sonal, and I expect the trucker renders a good service in handling 
that. I still see no reason why he should not be regulated with re- 
spect to his rates for handling. 

The CuHarrman. I see no reason why he should not either, with one 
exception. If he is regulated he will not offer the service there. 

Mr. Dearmont. I doubt that is so because I believe regulation 
would be reasonable, and, of course, you are getting there again 
pretty close in to the private carrying of our own goods, and nothing 
in this undertakes to restrict the private carrying. If he is a legiti- 
mate purchaser of the product, then I think he would not be subject 
to any regulation, and probably should not be. 

The CuatrmMan. Those are some of the problems that we have to 
consider, Senator, in connection with this legislation. It is my opinion 
it needs some clarification very badly. I think the court decisions 
have gotten all out of kilter. 

Mr. Dearmont. I think that is right. 

Thank you very much, Mr. Chairman. 

Mr. Rogers. Mr. Dearmont, let me ask you one question. 

What would be your reaction or position on the policy of the De- 
partment of Commerce that, with respect to a regulation that would 
stop this matter right now, in other words use the present line of de- 
marcation that has been laid down by the Supreme Court in these 
cases and provide that you go no further ? 

Mr. Dearmont. You mean if it didn’t expand any further could we 
live under it? 

Mr. Rogers. Yes. 

Mr. Dearmont. I don’t think so. It has now gone far beyond any- 
thing that relates to the need of the farmer, which I assume was 
what Congress had in mind, and I realize there are those who worry 
about what may happen to a poor trucker that is now in this business 
and he is referred to almost in a hush, and there is great sympathy 
because you are taking something away that really belongs to him. 

The truth of it is he took it away from the railroads to begin with, 
and my sympathy goes back to the railroads that really built a good 
part of this traffic. 
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Mr. Rogers. Mr. Dearmont, you think then that this thing has to 
be pulled backward a little in order to get it back into balance where 
you think it should be? gah 

Mr. Dearmont. I think so. I think it isn’t sound to leave this great 
body of freight free from the usual rules that apply. I think you 
ought to have a sound and consistent public transportation policy and 
that there is no real basic reason that is sound and in the publie in- 
terest that would justify the expanded liberty given to the exempt 
trucker. 

I think it is true that the truckers themselves, many of the un- 
regulated trucks, are exempt trucks themselves. I believe they have 
testified before the Senate committee that they themselves found 
that they were cutting each other’s throats to the point that about a 
third of re belonging to that association were going out of business 
every year. In other words, it is the same old stor Vv of the fellow who 
had a Aaibaaied dollars and could buy a truck and didn’t realize that 
he was wearing it out. The same thing is true when you leave this 
wholly exempt area to a vast group of trucks who can’t carry on a 
sound operation. 

Mr. Rogers. Mr. Dearmont, in relation to the loss of the business 
that you testified to and Mr. Helmetag testified to, what would you 
say would be the major reason for the loss of that business? ‘The 
price-cutting activities or the flexibility with which they could furn- 
ish the services ? 

Mr. Dearmonr. I think where it is flexibility, trucks would con- 
tinue to carry the goods and this type of regulation would not affect 
it. But I think just common knowledge of men would let you under- 
stand that price is a very vital and import: int thing in the purchasing 
of services or goods, and where the railroad and the common-carrier 
truck must publish their rates and let the world know it, and the other 
fellow can chisel under, it is a destructive competitive practice that 
no sound organized industry could stand up under. 

Mr. Rocers. You feel then that the major difficulty in this whole 
picture lies in the right or the power of the exempt trucker to under- 
cut you on price, and. that is coupled with the fact that he knows what 
your price is. He is always aware of your price, and you are not 
aware of his price , 

Mr. Drarmont. I think that is the most serious competitive dis- 
advantage that the common-carrier agency is subjected to here. 

Mr. Rocers. Mr. Dearmont, outside of all other legislation, do you 
think if that one item was corrected it would be of assistance to the 
railroads? 

Mr. Drarmonrt. I think it would be of material assistance. 

Mr. Rogers. I presume, of course, that you have made a pretty 
thorough survey of the situation that you have been faced with in 
this recard, Have you found any evidence, Mr. Dearmont, where 
truckers have jacked up the price because of their ability to provide 
flexibility ak where a man was caught with produce that might 
spoil if he did not accept the first facilities that were available? 

Mr. Dearmont. I understand that is common practice, but here 
I am dealing so far in the realm of hearsay that I don’t like to elab- 
orate too much on that subject in the record. But it is quite true. 

Mr. Roerrs. What I am getting at is if there is any difference I 
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think we ought to have it because I think if it has gone on that there 
is possibility that a reasonable approach to this problem might 
create a situation where the producer would stand to profit in the long 
run if there was some understanding or fixed rate that he could de- 
pend on from year to year. 

Mr. Dearmont. I think it would stabilize the situation for the 
grower-producer, certinly if he was dealing with known quantities 
rather than the uncertainties that now face him. 

Mr. Rogers. What amount of the produce that you are speaking 
of, we will say in the Rio Grande Valley, that you say you lost, has 
been lost to the truckers? What amount of that would you say, Mr, 
Dearmont, is produce that is shipped by the producer himself into 
Chicago, St. Louis, Kansas City, or other markets? 

Mr. Dearmonr. I think it was a relatively small amount that was 
shipped by the producer himself. The railroad, particularly the 
Missouri Pacific, has built millions of dollars worth of so-called pack- 
ing sheds all over the valley. I was down there just a couple of weeks 
ago, and most of the fruit and vegetables go into those points to be 
shipped. 

Mr. Rogers. Are those shipped mostly by cooperatives or corpora- 
tions ? 

Mr. Dearmont. By and large, I think they are by individuals, not 
even incorporated individuals. I mean not a group of individuals 
incorporated. 

Mr. Rocers. That is businessmen who are engaged in the purchase 
and sale of those commodities rather than in the production of them. 

Mr. Dearmont. Yes, that is right. 

Mr. Rocers. Are there any other questions ? 

Thank you very much, Mr. Dearmont. 

Mr. Dearmont. Thank you, Mr. Chairman. 

Mr. Rocers. The hour is growing close to noon. So the subcom- 
mittee will stand in recess until 2 o’clock. 

(Whereupon, at 11:55 a. m., the committee was recessed until 2 
p. m., this same day. ) 

AFTERNOON SESSION 


The hearing was resumed at 2: 10 p. m., pursuant to the recess. 

Mr. Rogers (presiding). The Subcommittee on Transportation and 
Communications will come to order. 

We will proceed with further testimony on the bill pending before 
it. 

Our next witness is Mr. W. T. Rice, president of Atlantic Coast Line 
Railroad Co. 


STATEMENT OF W. THOMAS RICE, PRESIDENT, ATLANTIC COAST 
LINE RAILROAD CO., WILMINGTON, N. C., ON BEHALF OF THE 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. Rice. Mr. Chairman and Mr. Younger, I would like to state at 
the outset that my name is W. Thomas Rice. I am president of the 
Atlantic Coast Line Railroad Co., with headquarters at Wilmington 
N. C. I am appearing here today on behalf of the Association of 
American Railroads in support of H. R. 5823. 
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The Atlantic Coast Line operates primarily on the eastern sea- 
board between Richmond, Va., and the southern portion of Florida. 

The Atlantic Coast Line serves primarily an agricultural area and 
find itself vitally affected by the so-called agricultural exemption 
of the Interstate Commerce Act. This exemption has been extended 
and abused to the point where it constitutes a real threat to the regu- 
lated transportation industry. It has permitted tremendous inroads 
to be made into the traffic of common carriers and is a major factor 
in the deteriorating railroad situation we now face. It demands the 
immediate attention of the Congress. 

The agricultural exemption is that provision of the Interstate 
Commerce Act. which exempts motor carriers of agricultural com- 
modities (not including manufactured products thereof) from eco- 
nomic regulation by the Interstate Commerce Commission. 

As it presently stands the exemption comprises three subsections of 
part II of the Interstate Commerce Act as follows: 

Sec. 203. * * * 

(b) Nothing in this part, except the provisions of section 204 relative to 
qualifications and maximum hours of service of employees and safety operation 
or standards of equipment shall be construed to include * * *. 

(4a) Motor vehicles controlled and operated by any farmer when used in 
the transportation of his agricultural (including horticultural) commodities 
and products thereof, or in the transportation of supplies to his farm; or 

(5) Motor vehicles controlled and operated by a cooperative association as 
defined in the Agricultural Marketing Act, approved June 15, 1929, as amended, 
or by a federation of such cooperative associations, if such federation possesses 
no greater powers or purposes than cooperative associations so defined; or 

(6) Motor vehicles used in carrying property consisting of ordinary livestock, 
fish (including shellfish), or agricultural (including horticultural) commodities 
(not including manufactured products thereof), if such motor vehicles are not 
used in carrying any other property, or passenger, for compensation * * *. 


The exemption of motor vehicles carrying agricultural commodi- 
ties, farm vehicles, and agricultural cooperative association vehicles 
removes them from regulation designed to stabilize conditions within 
the motor carrier industry and between the motor carriers and the 
railroads. 

In one form or another it has been in the Federal legislation regu- 
lating the motor carrier industry since the enactment in 1935 of the 
Motor Carrier Act (49 Stat. 543), so it is not a new problem. 

When this motor carrier regulatory legislation initially was under 
debate in Congress, the agricultural community opposed regulation 
on the grounds that it would seriously interfere with the marketing 
of farm crops carried from farm to market in farm-owned vehicles 
or in small fleets of trucks owned by itinerant truckers who moved 
around the country with the crops. 

Regulation requiring certification for all such vehicles would have 
created additional expense and eliminated much needed flexibility 
as well. 

Although the legislative history of the exemption is complex, it is 
obvious that Congress believed that the movement of farm produc- 
tion to market by trucks exempted from certificate and rate regula- 
tions would result in desired lower cost transportation. 

It was the intention of Congress in granting the exemption to 
benefit the farmers by providing this lower cost transportation 
through vehicles owned by the farmers themselves and, also, vehicles 
owned by itinerants who moved from one crop area to another. (See 
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Interstate Commerce Commission v. Kroblin (113 F. Supp. 599, 627 
(N. D. Iowa 1953), affirmed 212 F. 2d 555 (8th Cir. 1954), certiorari 
denied, 348 U. S. 836 (1955) ).) Congress had primarily in mind the 
farm-to-market haul and wanted to relieve this movement from the 
burden of regulation so as to facilitate the distribution of farm 
products. 

Unfortunately, the language used to accomplish this objective was 
extremely general and totally without indication as to how it should 
be interpreted. 

In spite of this, the exemption provision was not a cause of great 
concern either to the agricultural or to the carrier communities in the 
years immediately following its enactment. During the World War 
II years when regulatory law bent to the exigencies of war, very few 
questions were raised concerning any exemption. 

However, in the postwar years revolutions occurred in both the 
transportation industry and the field of agriculture which began to 
put the first strains on the agricultural exemption. 

More and more trucks were on the roads looking for business and 
competing with the railroads as never before. Some of these carriers 
were regulated. A large number, which has increased steadily over 
the years, was not regulated and operated under the exemption pro- 
visions of the Interstate Commerce Act. 

To this intense competition among carriers was added the revolu- 
tion in the food-processing business extending to such agricultural 
commodities as fruits and vegetables and to the fishing industry. The 
result was a flood of new, extremely valuable traffic eagerly sought 
by competing carriers. 

The increasing number of nonregulated, exempt truckers posed a 
serious threat to regulated trucks and to the ever-regulated railroads, 
and made serious inroads into the transportation of agricultural and 
seafood commodities. 

II. Extension of exemption: The nonregulated carrier has been 
aided tremendously in recent years by what has been called the judi- 
cial erosion of the agricultural exemption. In 1951, the Interstate 
Commerce Commission, responding to petitions of the Department of 
agriculture and the requests of numerous interested persons, made a 
broad and sweeping investigation to determine the meaning of the 
words used by Congress in setting out the exemption. 

After hearing extensive evidence and examining earlier determi- 
nations and principles, the Commission issued an order embracing 
some 50 pages in which it not only attempted to define the terms 
“agricultural commodities and manufactured products thereof,” but 
also classified an impressive list of commodities as being either exempt 
or nonexempt. 

This order was the landmark decision of Determination of Ex- 
empted Agricultural Commodities (52 M. C. C. 511 (1951)). In it 
the Commission defined agricultural commodities to include: 

All products raised or produced on farms by tillage and cultivation of the 
soil (such as vegetables, fruits, and nuts); forest products; live poultry and 
bees: and commodities produced by ordinary livestock, live poultry, and bees 
(such as milk, wool, eggs, and honey). 

The term “(not including manufactured products thereof)” the 
Commission said, means: 
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Agricultural commodities in their natural state, and those which, as a result 
of treating or processing, have acquired new forms, qualities, properties, or 
combinations. 

The Commission ruled that borderline commodities (that is, those 
items which are admittedly agricultural products before processing, 
but which after processing are somewhat changed in nature) should 
be placed in the nonexempt category, following the well-established 
principle of statutory construction that exemptions should be narrowly 
or strictly construed in remedial legislation such as the Interstate 
Commerce Act. 

Such a narrow construction woud appear to be essential if the over- 
all objectives of the act are to be advanced. A liberal construction of 
the agricultural exemption decreases the orbit of the Commission’s 
jurisdiction and makes it virtually impossible for the Commission 
to coordinate and integrate all segments of the surface transportation 
system. 

For the above reasons, it would seem almost a matter of course that 
the courts would affirm the rulings by the Commission in the Determi- 
nation case, particularly in view of the principle that the interpreta- 
tion placed upon a regulatory statute by an administrative agency 
entrusted with comprehensive responsibility in a particular field of 
industrial activity must be given great weight by reviewing courts. 

(See Levinson v. Spector Motor Co., 330 U.S. 648 (1947).) Un- 
fortunately, from the standpoint of the railroad industry and other 
regulated carriers, the courts, in reviewing the individual conclusions 
of the Commission respecting the status of particular items, have, 
in a great. majority of cases, reversed the Commission and thereby 
greatly extended the area of exempt transportation. 

Such a liberal construction has resulted in the “judicial erosion” of 
the agricultural exemption mentioned above. Court decisions have 
held to be within the exemption such commodities as the following: 
Peat moss,’ frozen fruits and vegetables? shelled nuts,’ and fresh or 
frozen dressed poultry.‘ 

A study of these decisions reveals that the courts have not sustained 
the Commission’s findings in the Determination case and are syste- 
matically broadening the coverage of the exemption beyond the 
interpretation of the Commission and the intent of Congress. 

By adopting the “continuing substantial identity” test set out by 
the Supreme Court in the case of Hast Texas Motor Freight Lines, 
Ine. v. Frozen Food Express (351 U.S. 49), the courts now hold that 
a commodity remains within the exemption (even though it has been 
processed) where it “retains a continuing substantial identity through 
the processing stage.” 

Such commodities as fresh and frozen dressed poultry, frozen fruits 
and vegetables, dried milk, dried egg powder, shelled nuts and dried 
fruits—all of which require extensive processing and, in some in- 
stances, special equipment for their transportation—have been deemed 
agricultural products within the exemption. 


1 Premier Peat Moss Corp. v. United States, 147 F. Supp. 169. 
* Home Transfer & Storage Co. v. United States, 141 F. Supp. affirmed without 
opinion, 355 U. S. 884. 
5 Consolidated Truck Service, Inc. v. United States, 144 F. Supp. 814. 
‘East Texas Motor Freight Lines, Inc. y. Frozen Food Express, 351 U. S. 49, and 
ee Food Express v, United States, 148 F. Supp. 399, affirmed without opinion, 355 
. 8. 6. 
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A logical progression of these court rulings will conceivably bring 
a considerable number of other commodities within the exemption, 
such as canned fruit, vegetable, and juices which are pressed at large 
industrial plants rather than by farmers. 

The Commission has recently been constrained to accept the “con- 
tinuing substantial identity” test laid down by the courts. It did so 
in its first supplemental report in docket No. MCC-968, Determination 
of Exempted Agricultural Commodities, decided February 11, 1958, 
when it held green coffee beans, cocoa beans, tea and salt-cured cucum- 
bers to be agricultural commodities exempt from transportation regu- 
lation, despite the fact that these commodities, excepting cucumbers, 
are grown on a commercial basis only in foreign countries. 

Four members dissented, objecting to further expansion of the 
exemption which has already been enlarged by the courts to include 
33 other commodities not listed with the 48 commodities exempted in 
the original Determinal case. 

(For complete listing of the status of various commodities under 
the exemption, see ruling 107 of the Bureau of Motor Carriers of 
the Interstate Commerce Commission, issued March 19, 1958.) 

This forced acquiescence of a majority of the Commission in the 
liberal interpretations of the courts emphasizes the hopelessness of 
the situation and the absolute need for congressional action as the 
only remedy. 

This pattern of court decisions is evidently aimed at producing a 
result which the courts believe to be desirable, namely, benefits for 
the farmer. No one could quarrel with such a result. Obviously the 
farmer should not be subjected to the rigid regulations imposed on 
common carriers, such as securing a license to operate, the distinction 
of routes over which he is to operate, the publishing of schedules, fixing 
of rates, and keeping of a multitude of records. He should be free 
to load his truck with chickens or grain or fruit and bring them into 
town—to move his products from the farm to the primary markets 
unhampered by restrictions. 

Yet, while it is true that the agricultural exemption was included 
in the act for the benefit of the farmer, there is nothing either in the 
language of the exemption, in its position, or in its relationship to 
the other sections of the act to indicate that Congress intended this 
exemption from regulation to be different from all others, or that the 
benefit to farmers in having available exempt transportation should 
totally outweigh the interests of the public in preserving a sound 
national transportation system. 

The courts perhaps feel that the holdings by the Commission in this 
area are an attempt to extend its jurisdiction without regard to the 
well-being of agriculture. Whatever the motives, the fact remains 
that the courts have made the agricultural exemption available to 
industries which are in no sense participating in agriculture—for 
example, the large companies that freeze and package poultry, fruits, 
and vegetables. 

These industries which are not owned by farmers, which use no 
farm labor, and which in many instances are located in urban areas, 
have been afforded an exemption which Congress surely intended to be 
limited to those living and working on farms. 
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The inequity that this creates to the railroads must be shared by 
earriers of agricultural products and the food manufacturers who, 
although working and processing the products of agriculture, are not 
reached by an exemption enjoyed by their competitors who freeze 
identical commodities. 

The exemption from regulation intended for the farmer and fisher- 
man now accrues in many instances to the benefit of commercial in- 
terests and professional haulers. Ironically, it also accrues to the 
benefit of people who import agricultural commodities from foreign 
countries, since imported goods also can move under this exemption, 

It is difficult to see how this extension of the exemption to cover 
foreign products benefits our farmers in any way. 

Ill. Impact of exemption extension: The impact of the court de- 
cisions can be more clearly seen when one considers that the com- 
modities covered by the exemption can be handled in interstate com- 
merce by motor carriers without being subject to the Commission’s 
economic regulatory powers. 

These unregulated carriers are not subject to operating authority, 
control, rate regulation, rules requiring equal treatment to shippers, 
areas, and commodities, and rules requiring insurance and claims 
responsibility. They can pick and choose whatever traffic they desire 
and establish their rates at whatever levels they wish without con- 
sidering whether the charges are reasonable or nondiscriminatory as 
required of regulated carriers by section 216 (d) of the act. 

The volume of freight transported in direct reliance upon the 
statutory exemption is known to be tremendous although it cannot 
be determined accurately. It has been estimated that while there 
are some 15,000 authorized motor carriers of property under the 
Interstate Commerce Act, there are nearly twice that many exempt 
truckers engaged in the transportation principally of agricultural 
commodities and seafood. 

No accurate records of the actual volume of traffic handled by the 
exempt truckers are available, but in certain areas traffic studies show 
that a large part of the movement is by truck and that the transporta- 
tion is very largely conducted under the exemption of the statute, 
As some indication of the volume of unregulated traffic, according 
toa study made by the Bureau of Transport Economics and Statistics 
of the Interstate Commerce Commission, in 1955 motor vehicles trans- 

orted a total of 226 billion intercity ton-miles, of which only 75 
illion tons, or 33 percent, were transported by regulated motor 
vehicles, and the remaining 67 percent was transported by motor 
vehicles which are presently exempt from regulation (except as to 
safety). The Bureau also reported that between 1949 and 1955, the 
figures show that nonregulated truck ton-miles increased 92 percent, 
as compared with 18.1 percent for railroads, and 58.6 percent for 
regulated trucks. 

As a consequence, rail traffic is decreasing at an alarming rate. 
The traffic in fish out of New England is an example. As late as 
1950 a sample of 1 month’s traffic showed 700 carloads of fish moving 
out over the New Haven from Boston. 

A year later the volume had decreased to about 70 carloads for 
the corresponding month and a year beyond that it was difficult to 
locate a dozen carloads for that particular month. 
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Speaking closer to home, I need only cite Coast Line’s declinin 
traflic situation in citrus fruits and vegetables moving out of Florida 
and other important fruit and vegetable-producing areas in Alabama, 
Georgia, South Carolina, North Carolina, and Virginia. We are 
vitally concerned with the tremendous inroads the unregulated exempt 
motor carriers are making in the transportation of fresh agricultural 
commodities in this area. 

The situation can best be illustrated by the information shown in 
the following statement : 


TasLe A.—Citrus fruit and vegetables moving from Florida to all points for 
years indicated 


CITRUS FRUIT 


Rail Truck Truck 


Season <a 
Season 
Cars Per- Cars Per- - Cars Per- 


cent cent 


1947-48. __- f 77 23 || 1963-54._- , ¢ 48, 941 
1948-49 60 40 || 1954-55 __- 906 50, 402 
1949-50 _. 50 50 || 1965-56. __. 35, 265 | ‘ 49. 939 
1970-51 61 39 || 1956-57 : 5 | 48,922 
1951-52. __- 58 42 || 1957-58 1__- : 

1952-£3___- 51 49 





VEGETABLES 


1947-48___. 34, 924 23, 385 1963-54. ___. | 44, 838 58, 118 

1948-49..__| 41,605 : 33, 586 5 || 1964-55. __- 50,395 72. £37 

1949-50..___- 37,009 43, 186 53 || 1955-56 47, 105 9| 75,057 

190-51_.....| 42,°36 46, 705 52 || 1956-57......| 34,438 78, 401 
47,914 54, 062 5 1957-58 1... 10, 043 

53, 969 | 





CITRUS FRUIT AND VEGETABLES 


1953-54._....| 91,718 46 


69, 402 2 || 1954-55_____- | 91,301 43 

74,754 1955-56... _- | 83, 370 | 40 

a 77, 607 | 1956-57_.._..| 62,556 | 33 
1951-52___- ‘ 95, 863 1957-58 1.....| 30,097 | OB Pope: 
1952-53... : 107, 059 


! 





1 Season movement through Apr. 12, 1958. 


Source of information: Citrus: U. 8. Department of Agriculture Federal-State Marketing News Service, 
eee Se .. Vegetables: U. 8S. Department of Agriculture Federal-State Marketing News Service, 
acksonville, Fla. 


In table A, it will be noted that in the 1947-48 season the railroads 
handled 70 percent of the traffic in citrus fruits and vegetables moving 
out of Florida. In the 1956-57 season, the rail portion of this traffic 
had sunk to 33 percent, and in the 1957-58 season movement through 
April 12, 1958, we have been hard pressed to maintain this percenta 

Conversely, truck traffic in these commodities, most of it under 
the exemption, has increased from 30 percent in 1947-48 to 67 percent 
in 1957-58. 
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TaBLE B.—Peaches moving from Georgia to all points for years indicated 


Truck Truck 
NO Ti ae ae Season aM eek er ants 


Per- Cars Per- 


56 


1 Freeze destroyed peach crop. 
2 Season movement through Sept. 5, 1957. (Martinsburg, W. Va., report). 


Source of information: U. 8. Department of Agriculture, Agricultural Marketing Service,Washington, 


The traffic in peaches moving out of Georgia reflects this same trend. 
As shown in table B, in the 1946 season the railroads handled 85 per- 
cent of the traffic as compared with 25 percent in the 1957 season. 
Truck traffic in peaches increased correspondingly from a low 15 per- 
cent in 1946 to its present high of 75 percent in 1957. 


TaBLE C.—Potatoes moving from Alabama to all points for years indicated 


Rail Truck Rail Truck 
Season Season 


SSIES 


_ 


7 of information: U. 8. Department of Agriculture, Agricultural Marketing Service, Washington, 


It will be noted in table C that a similar situation exists in the 
traffic in potatoes out of Alabama and, indeed, it is true as to exempt 
commodities throughout our entire area. 


TaBLE D.—Carload shipments (cars and tons) of potatoes other than sweet, 
originated by Norfolk Southern Ry. during calendar years 1928-57 


Tons crig- Tons orig- Tons orig- 
Year Carsorig-| inated Year Carsorig-| inated Year Cars orig-| inated 
inated (2,000 inated (2,000 inated (2,000 
pounds) pounds) pounds) 


7, 786 138, 355 || 1938 6, 436 103, 832 ¢ 5, 564 117, 218 


4, 206 77, 340 1939 

5, 662 104, 203 1940 

6, 267 115, 408 |} 1941____- 
4, 902 82, 010 1942. _ 


, 089 79, 570 9_- 5 2, 651 40, 532 
538 75, 030 5 512 9, 200 
, 690 51, 174 ° 1, 416 21, 646 
289 | 80, 489 |} 1953 735 | 11, 498 
5,082 | 87,220 || 1943... ,509 | 117, 999 |} 195: 822} 12,332 
8,100 | 138,020 |} 1944... 733 | 59, 411 | 954. 1,016 | 15,439 
5,737 | 101,626 || 1945 5, 619 88, 540 589 9, 164 
4, 606 78, 035 || 1946...... 5, 913 110, 922 56 752 11, 804 
7,719 | 126, 463 || 1947_- 5,169 | 82, 262 || 19% 340 5, 735 


1 OS NT ON OO ON 











Source of information: Carriers’ annual report to ICC, 
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All the southeastern roads have suffered similar declines. The 
statement of the Norfolk Southern with respect to potatoes graphi- 
cally describes our plight. In years prior to 1949, fluctuations were 
caused by weather conditions, market conditions, and the Govern- 
ment’s price-support program. 

The years subsequent to 1949 reflect the growth of the trucking 
industry, the increase in exempt truckers and the freedom from 
regulation they enjoy, and the corresponding decrease in trafhe for 
the regulated railroad. The sharp decline in traffic is startling and 
alarming. 

Traffic handled in direct reliance upon the exemption accounts, 
however, for only a part of the total which the exempt trucker is 
able to divert from regulated carriers. Many exempt truckers, upon 
reaching market or storage point, make it a practice to lease their 
equipment to regular motor carriers for the return trip, hauling on 
such a trip commodities that are not exempt. 

These so-called trip leases, still executed with a great degree of 
informality, provide the exempt trucker with some measure of com- 
pensation for the return trip, thus improving his competitive posi- 
tion in bidding for exempt traffic (which he is able to haul on un- 
published rates). 

Some of them move exempt commodities both ways, e. g., trans- 
porting citrus fruit from Florida or peaches from Georgia to the 
New England markets and transporting fish and potatoes from New 
England origins in the reverse direction. 

These exempt gypsy truckers are now so numerous that it is 
extremely difficult to keep any check on their activities in order to 
evaluate their impact on the transportation industry. 

The agricultural exemption, as interpreted by the Commission and 
the courts, has, as we have seen, diverted a vast amount of traffic to 
unregulated carriers whose rates are not open to competition from 
the railroads. This loss of traffic is a serious blow to the economy of 
the Nation’s railroads—particularly those lines like Coast Line which 
do a large business in commodities from the agricultural community. 
Our industry in this time of crisis can ill afford the loss in this area. 
We must obtain relief from some quarter and such relief must be 
forthcoming immediately. 

IV. Relief required: It is interesting to note that at the recent 
hearings before the Smathers committee spokesmen for a variety 
of organizations spoke out against the agricultural exemption as 
presently constituted. These spokesmen included, surprisingly 
enough, representatives from organizations of exempt truckers them- 
selves, who believe that the situation is out of hand and requires action, 


They stated : 


For the good of the trucking industry and the public at large the transporta- 
tion of exempt commodities, including fresh fruits and vegetables, should 
be regulated just the same as any other traffic. 

It seems to me that this expression by responsible men within the 
exempt trucking business should receive immediate attention. It 
echoes what the Commission and regulated carriers have been saying 
for years. 

Because of the well-defined pattern of judicial decisions broadening 
the exemption, I am firmly convinced that the solution of our problem, 
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if any, must come from the Congress. Therefore, it is encouraging to 
note that in the present Congress at least three bills have been intro- 
duced to amend the agricultural exemption, namely S. 2553 introduced 
by Senator Smathers and S. 1689 and H. R. 5823, companion bills sub- 
mitted by the Commission and introduced by the chairmen of the 
Interstate and Foreign Commerce Committees of both houses. It is, 
of course, to H. R. 5823 that we direct our attention today. This bill 
would limit the exemption with respect to fish, ordinary livestock, live 
poultry, and agricultural commodities to the movement from the point 
of production to a point where the producer or grower first loses actual 

ossession and complete control of the commodity. The Commission 

as advocated such a primary market or exempt movement bill for a 
number of years, but the Congress has not seen fit to take action on its 
proposals. 

Other bills to limit the agricultural exemption have been introduced 
over the years and have been actively supported by the Commission, 
the railroads, and other regulated carriers. They have been opposed 
by farm groups and by certain food processors and professional haul- 
ers, and have always been quietly killed by Congress. 

The opposition of the processors and professional haulers is readily 
understandable because they have a vested interest in the exemption. 
They benefit tremendously from it and want it broadened, not limited. 
In fact, most of the expansion of the exemption in recent years has been 
caused not by farmers, but by actions and influence of processors and 
independent exempt truckers. 

It is difficult to understand the continued farm opposition in view of 
the fact that unregulated carriage within the exemption subjects pro- 
ducers to unstable rate structures which can often result in excessively 
high and even discriminatory rates in times of short supply of trans- 
portation. 

When using exempt truckers the farmer never can be sure that 
reliable and adequate transportation will show up for loading. Nor 
can he be sure of his transportation costs. They will vary from day to 
day and market to market, with no control over discrimination and 
preference except that of supply and demand. 

Exempt truckers can afford to be fickle and will always move to the 
most attractive traffic. The farmer often discovers that the carrier 
who solicits his produce one day (perhaps as a backhaul at low rates) 
turns away from his loading docks the next day to the food processor 
whose specially treated goods are of higher value than the raw products 
of the field and grove. 

The farmer discovers to his dismay that exempt carriers have no 
public duty and can operate to suit themselves. I am convinced that 
m the long run a primary market bill will benefit the farmers as much 
as anyone. 

It is also difficult to understand the continual rejection by Congress 
of legislation which so vitally affects the regulated transportation 
industry. I urgently request the Congress to reexamine its position 
in this area and to pass H. R. 5823. 

Amendment of the agricultural exemption will not cure all the ills 
of the railroad industry, but by giving railroads a chance to compete 
for a sizable amount of traffic, Congress can, by acting promptly, at 
least give usa leg up. 
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I would like to state that I appear in full support of H. R. 5823 as it 
would seem to me that this is a very desirable piece of legislation, cer- 
tainly to assist in a problem that is so vital to the Coast Line Railroad 
and the other railroads that are involved in the movement of perishable 
traffic. 

Going back just a little, I would like to say that we understand the 
original agricultural exemption was designed to assist the farmer and 
we certainly do not quarrel with that. 

I was born and raised on a farm. I know something of the prob- 
lems, but it seems to me that we have gone a long, long way from the 
original intent of assisting the farmer when we find that certain com- 
modities are now moving over our highways under the agricultural 
exemption that are not even grown commercially in the country. 

I am sure you gentlemen are familiar with that decision of the 
Commission just a few weeks ago that laid down such a statement. 

The problem we have is one of decreasing volume very seriously 
affecting the Commission of railroad operation, and I seriously doubt 
that the farmer is the recipient of whatever benefits do accrue to the 
so-called exempt transportation industry. 

If you try to analyze the farmer’s interest, I seriously doubt that 
the price that one of you gentlemen would pay for a grapefruit in 
Washington has any relation whatsoever as to whether it moved into 
Washington by truck or by rail or by any form of transportation, 
whether it was a regulated or a nonregulated carrier. 

I furthermore seriously question whether or not the price that the 
citrus grower in Florida received for his case of grapefruit had any 
relationship to the form of transportation that would ultimately move 
it to the market, but it does have a very serious effect on the stability 
of the transportation system when so much of it is moved by other 
than regulated carriers. 

I might pose this question: Where is the farmer’s interest in these 
so-called vegetable brokers or packinghouses that are located up and 
down our railroad and every other railroad in the Florida area? 
Where is the farmer’s interest in a truck that arrives in Florida with 
a load of produce of any kind and is ready to come back north and 
is perfectly willing to move a truckload of most any commodity that 
is available for whatever the traffic will bear ? 

There again, I think we have left the farmer’s interest completely 
out of the picture as well as the consumer’s. 

I heard the statement made here yesterday that the consumer would 
probably pay more. I do not follow that reasoning. I am certainly 
not a student of marketing, but it seems in our area, where this pro- 
duce is moved to the market places a thousand miles away, perhaps 
over the highways as well as on the railroad, and the prices at the 
<— of consumption apparently remain so constant regardless of 

ow they arrive that there does not seem to be much effect on the con- 
sumer as to the cost of transportation. 

I think the basic part is that this proposed legislation does not, as I 
understand it, roll back the exemption on any commodity that is today 
exempt as long as it is in the hands of, or in the control of the producer, 
and that, to me, seems to be very important because much has been 
said and much has been written as to the desirability of the agricul- 
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tural exemption in the interest of the producer and, as I read H. R. 
5823, that does not change it basically at all. 

Now, where does the railroad stand in this situation? Where do 
the Coast Line and the Seaboard and the Southern and the other rail- 
roads that run north and south on this eastern seaboard and serve 
this heavy agricultural and fruit and vegetable producing area of 
Florida and Georgia and the Carolinas stand ? 

One of our basic commodities through the years has been the move- 
ment of perishable foodstuffs from the Southeastern States to the 
heavily populated areas of the East. In order to do that, there have 
been many expensive facilities built, re-icing platforms; in fact, ice- 
houses adjacent to railroad tracks, long and expensive and quite com- 
plicated icing facilities at many points on all of these lines to insure 
the protection of these perishable commodities. 

We moved many, many hundreds of cars, thousands of cars every 
season. It was one of the main forms of traffic that we had. 

What has happened to it? In the 1947-48 season of all the citrus 
and vegetables moved out of Florida, the rails moved 70 percent of 
it and in the present season we are moving 33 percent. 

Of the peaches from Georgia in 1946 the railroads moved 85 per- 
cent of them. 

In 1957, the last record I have, we moved 25 percent. 

If you will pardon a personal reference, I was superintendent of 
this big yard across the river over at Potomac Yards where the peaches 
came to be iced. It was quite a thing when the peaches from Geemnia 


moved in there, the salting and icing that had to be performed. Now, 
there is very little, if any, of it. What has happened to it? 


What has happened to the potatoes? The Norfolk Southern, a 
railroad serving the northern portion of North Carolina and southern 
Virginia, in 1948, handled 5,564 cars of potatoes. In 1957 they han- 
dled 340 cars of potatoes. 

Well, the potatoes are still being grown and the citrus is still being 
produced, and the peaches are still going to market, but they are not 
moving over the Salinhade. 

What does this mean? Where do the railroads, through their 
ownership of a car line, a fruit growers’ express to be exact, that owns 
these yellow refrigerated cars, where do we stand at our present 
juncture ? 

In 1941 we had 191,420 of those cars. I understand there was 
some testimony presented yesterday about this. That isthe R.S. type, 
the type that you ice. That is not the mechanical type but the man- 
ually iced type. Today we have 93,000 of them or a 22 percent 
decrease in ownership. 

Now, why did the railroads fail to buy any more of that equipment? 
For the same reason that you would not buy equipment if you were 
not using it. 

I got a report this morning from our line. We had over 1,200 
empty freezers yesterday in Florida on our railroads. This was Tues- 
day’s loading. We loaded 15 cars, so there is no impetus there to 
provide this equipment. 

What would happen if we had another war? How would it again 
move? How did it move during the last war? Some of the very 
people who are involved in this industry are saying that at their meet- 
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ings. I read a speech recently made by a man who is in the perish- 
able business, and he is warning his constituents on what will happen 
to the perishable food producing industry if we run out of tires and 
gas and run out of drivers for these trucks. 

We are right now producing a standby service for perishable com- 
modities. Last fall in December, we had a very devastating and 
unusual freeze in Florida. The railroads were called upon to very 
promptly move into position a large quantity of the refrigerated cars 
to try to salvage as much of that fruit as possible to get it on the mar- 
ket, and as always, the railroads responded. 

I talked to one of our people in Florida this morning and within 
the next 10 days, because of the bad weather, we hope to get the first 
movement of vegetables of any consequence out of Florida this year 
and we expect a big movement of vegetables over the railroad. Again, 
we have the equipment and when there is something to move, they 

call on us to move it, but I do repeat we are performing a standby 
service and we cannot afford to buy the equipment, to maintain the 
icing platforms, and to maintain the facilities unless there is sufficient 
volume to support it. 

We do we stand on H. R. 5823? We think that this bill will put us 
in a position to compete with the movements of perishables over the 
highways. Where we have been in a position to compete we have 
been able to do it. 

We have a 3-day schedule from the southern parts of Florida to 
New York, third morning delivery. We run these trains at great 
speed and with great efficiency. We have made reduction in rates in 
an effort to get this traffic back and we feel that with the inherent 
advantages of mass transportation that the railroads have we can 
compete if we know what we are competing with, but we do not know 
under this present process of trucks getting what the traffic will pay 
to move it (and for that reason only) with no regard to the farmer 
at all. We want an opportunity to compete for this traffic and we 
see no reason that it should move over the highways at such rates 
where we cannot tell when and if the exempt trucker is available, 
when and if the produce is available by a form of transportation 
that has no public obligation, by a form of transportation that cannot 
be controlled when we are so vastly controlled, and finally in a form 
of transportation that would not be available if we really had a serious 
calamity in this country. 

I again repeat, you have read it and I know you gentlemen are 
fully familiar with it, that before the Smathers committee there were 
certain gentlemen involved in this same type of business, the move- 
ment of perishables, that testified that something should be done to 
put some of that movement under regulation because they could not 
continue to operate under the present system. 

Now, gentlemen, we have said it before but I say it again. Who 
does the Department of Agriculture call upon when there is a prob- 
lem resulting from the frost? What happened in Florida this past 
fall? The railroads serving Florida reduced their rates immediately 
when we had the freeze and the pastures dried up and the farmer had 

to buy hay. The railroads reduced their rates to take care of the 
farmers. We always respond to the farmer’s need. We are very 
sympathetic and value him as a great customer. We stand here in 
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support of this bill today because we do not think that the farmer’s 
interest is involved. We certainly believe that the interests that are 
involved in the overall picture probably are not in the interest of the 
kind of transportation laid down by Congress in its national trans- 
portation policy. 

That is all 1 have to say. I will be glad to answer any questions 
that you might ask me, if I can. 

Mr. Rocers. Thank you, Mr. Rice, for your contribution to this 
problem. 

I will now recognize the gentleman from Arkansas, Mr. Harris. 

The Cuarrman. I have no questions. 

Mr. Rocers. The gentleman from California, Mr. Younger. 

Mr. Youncer. When you referred to the 20 percent less number of 
reefer cars that you have now, that does not tell the whole story of 
capacity, does it? Are not your later reefer cars of a greater capacity 
than the earlier cars ? 

Mr. Rice. Yes, many of the more recently designed refrigerated 
cars have mechanical refrigerants and are larger, but I am speaking 
of the RS-type car, the type of car that you load the ice in. 

Mr. Youncer. You are not buying many of those any more, are 
you? If you had a demand for the reefer cars would you be buying 
the icing cars again ¢ 

Mr. Rice. We are not buying them, Congressman, because there is 
no need for them. 

Mr. Youncer. I said if you had the demand for moving perish- 
able vegetables, which type of car would you be buying? 

Mr. Rice. We would be buying some of both. We bought some of 
both within the last 3 years. They built some of both. There is still 
quite a demand for this type of RS car if there is any movement to 
take it in. 

Mr. Youncer. The capacity of the car built today is exactly the 
same capacity as the older car. 

Mr. Rice. Practically the same. 

Mr. Younaer. I thought the capacity was greater. You make the 
statement that you did not think that the farmer’s interest was in- 
volved. The farmer thinks his interest is involved, according to the 
testimony that we have received here from a number of organiza- 
tions, and I think you would agree with us that we have to take the 
farmer’s word for whether he is concerned and affected by this bill. 

Would you not say that that is a true statement ? 

Mr. Rice. No. 1 would not want the farmer in here speaking for 
the railroads and I can only speak for the farmer’s interest to the 
effect that I think I understand his transportation problem and I 
believe that if he were in here speaking on it himself he probably 
would understand more about it than he does now. 

Mr. Youncer. In other words, you do not agree that his trade 
organizations, so to speak, truly represent him ? 

Mr. Rice. I mead not say that, sir. I think his trade organiza- 
tions do represent him. 

Mr. Youncer. They are in here. 

You say that if the farmer were here speaking for himself, he 
would say that this bill does not affect him. Now, the trade organi- 
zations are in here speaking for the farmer and the trade organiza- 
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tions, the Farm Bureau, the Grange, and so forth, say that this does 
affect him. 

You have to either say that they speak for the farmer or they do 
not. 

Mr. Rice. I think they represent the farmer when they come here; 
yes, sir, I do. But I think at the same time the manner in which 
this legislation would work, as we see it, would certainly not affect 
the farmer. I disagree with them on what they say. 

Mr. Younger. I have one other question, the same question that 
we had this morning in regard to Mr. Dearmont of the Missouri 
Pacific. 

Would you rather have your hands untied or would you rather tie 
the hands of the truckers? 

Mr. Rice. I agree with Mr. Dearmont that the basic transporta- 
tion requirements of this country are such that we must have regula- 
tions for a smooth operation of our national economy. 

I furthermore agree that, unless we are allowed to compete on the 
same basis, we cannot compete but if worse came to worse I would 
certainly say that I would rather be freed from regulations as long 
as he is freed if you are not going to give him the same operating 
obligations that we have. In other words, either tie his hand first, 
that is the lesser of the evils by all means, or untie ours. 

Mr. Youncer. This bill that we have before us still recognizes the 
exemption of the movement of certain crops. 

Mr. Rice. That is exactly right. That is the reason we are sup- 
porting it. 

Mr. Youncer. The ICC has recommended this bill and I am rather 
of the opinion that if they still see justice in moving certain produce 
on an exempt basis, then they should exempt that same produce by 
all means of transportation. 

It seems to me that that is what ought to be done. I cannot get 
out of my head the thought that if you have a certain product which 
is recognized it ought to be moved on an exempt basis, then you, the 
certified trucks and all ought to be able to move it on an exempt basis 
so far as filing traffic rates and so forth. Either it ought to be ex- 
empt or it ought to be closed, in justice to all. 

Mr. Rice. The reason for the exemption, to begin with, was in 
order to move it from the point of production to the market places, 
I believe. 

Mr. Youncer. I recognize that. 

Mr. Rice. Is there any reason it should extend beyond that? 

Mr. Youncer. This extends beyond that. The farmer could move 
his crops into New York from Florida if he wanted to as long as the 
produce is not out of his hands, is that not true? 

Mr. Rice. That is correct, the way this is written. 

Mr. Youncer. The way this bill is written ? 

Mr. Rice. But we do not consider that to be a very great potential 
as to the total movement. 

Mr. Youncer. I do not think that whether there are five crates or 
a million crates makes a difference. 

It is the question of the principle of the thing that I cannot get out 
of my mind. I think there is a principle involved in it, and all 
through the testimony what keeps running through my mind is the 
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rinciple of whether transportation ought to be exempt or whether 
it should not be exempt. 

Mr. Rice. I thoroughly agree with you, sir, that there is a prin- 
ciple involved. Apparently the principle, as I understand it, was 
to give the farmer some extra protection to handle his produce from 
the soil to the market places. Whether he moved it 1 mile or a thou- 
sand miles that same principle would apply, but the position we are 
taking is that once the farmer’s interest is no longer involved we 
would like to be competitive with the forms of transportation that 
do move his produce. 

Mr. Younger. If I interpret this bill correctly, the farmer can 
have his produce moved by a trucker as long as the produce still is 
in the control of the farmer. In other words, you have a farmer 
who raises oranges in Florida. The truck organization that ap- 
peared here the other e has 100 trucks that deal solely in exempt 
commodities. They can haul his oranges from Florida to New York 
as long as the oranges still are owned by the farmer and are not sold 
until they get to New York. 

Is that your interpretation of the bill ? 

Mr. Rice. That is not the interpretation that we are getting from 
the proposed legislation, sir. In other words, they would be perform- 
ing transportation service there. 

Mr. Youncer. Now, that was Mr. Yeary’s testimony yesterday. I 
do not see anything in this bill that stops him. 

The farmer does not have to own the truck in which his produce 
moves. Isthat right ? 

Mr. Rice. No, he does not have to own the truck that his produce 
moves in but it has to be his produce that is moving. 

Mr. Youncer. That is right; but you can have a fleet of trucks for 
hire that move the farmer’s produce either 10, 50, or 3,000 miles as long 
as the title of the produce is still in the farmer and that trucker is 
exempt. He does not have to register with the ICC or observe any 
of the rules of the ICC or publish any rates; is that not true? 

Mr. Rice. I would think that that would be true as you describe it, 
but I still maintain that that is not a very severe problem in this move- 
ment of perishable produce out of the Southeast because it is not usu- 
ally in the ownership of the producer when it leaves the area in which 
it is produced. 

Mr. Youncer. That is just the point. I am fearful that if this bill 
were passed, you would find that the title to the produce would remain 
in the farmer until it reached the point. That can be done very easily, 
as you know. That is exactly what would happen, in my opinion, 
because the same process would be used that is used now regardless 
of the passage of this bill. 

Mr. Rice. I heard that suggestion made, I believe, to the Honorable 
Freas, when he testified here yesterday, concerning the fact that the 
verbiage in the bill might allow certain possibilities for just what you 
refer to. 

Frankly, I would have to refer to my legal adviser as to that but, 
basically, the intent that we have is that once the commodity has left 
the control of the producer it should then move by a form of trans- 
_— that has the same regulations as all other common carriers 

0. 
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Mr. Youngcer. Those are all the questions I have, Mr. Chairman. 

Mr. Rocers. The gentleman from Georgia, Mr. Flynt. 

Mr. Fiynv. Thank you, Mr. Chairman. 

Mr. Rice, let me first congratulate you on your statement made from 
the witness chair and also assure you that I intend to read thoroughly 
your prepared statement. 

I want to take this opportunity to welcome you to our committee for 
two reasons: First, because you are the principal and chief executive 
officer of a railroad company which serves well not only the State but 
also the district which I represent. 

Mr. Rice. Thank you. 

Mr. Fiynvr. Secondly, it is a pleasure to welcome you as a warm 
personal friend of mine. This friendship extends back prior to the 
time that you became directly associated with any railroad company 
operating within the State of Georgia. 

Mr. Rice. Thank you, sir. 

Mr. Fiynt. We want you to know that we, as members of this 
subcommittee, are well aware of the conditions which confront and 
indeed the problems which beset the railroad industry at this time, 
and that each of us is giving more than casual consideration to this 
and related legislation in an effort to work out something which is 
needed not only for the prosperity of the industry of which you are 
a part but for the preservation of a sound and substantial trans- 
portation industry that can serve our country well in time of war 
and in time of peace, during periods of normalcy and during periods 
of national emergency. 

If this bill or a similar bill is the answer, we want the benefit of 
all the suggestions and advice that can come from those who repre- 
sent your point of view along with the point of view presented by 
those who have preceded you on the witness stand who have op- 
posed this legislation. 

In answer to one of the questions asked by my colleague, Mr. 
Younger, you gave some indication of what you thought the original 
intent of the exemption of certain agricultural commodities was. 
Would you elaborate on that so that the record can contain your 
understanding of the original legislative intent when that exemption 
was incorporated into law ? 

Mr. Rice. The intent, Congressman Flynt, as I understand it, was 
to provide the farmer or the producer of these various commodities 
an opportunity to move it from the point of production into fields 
and into seaport areas or what have you, to the market places, not 
only his own produce but perhaps that of his neighbor probably, 
dating back to the time when farmers all gathered together at 
harvesttime to assist one another, and in order to do that, of course, 
each neighbor would move his neighbor’s produce and apparently 
this intent followed that thinking, so that he could move it or he 
could move his neighbor’s produce to his point of sale without being 
regulated. 

Wo certainly have no quarrel with that intent if we are correct in 
our understanding of it. 

Mr. Fiynt. You referred in your statement before the interro- 
gation period to the situation concerning the movement and ship- 
ment of peaches. I am sure you know that the peach crop consti- 
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tutes one of the most perishable of fresh fruits and vegetables. In 
my section we used to be a lot more familiar with the growing of 
peaches than we happen to be at this particular time. This will, of 
course, be incorporated in the record so that we can have it as we 
come before the House with legislation similar to this, if any comes 
up. ‘To what do you attribute the loss of traffic of peac hes? 

Mr. Rice. This I might preface by saying is purely an opinion 
based on the general movement that we see in our normal day-to-day 
life, but I attribute it to a very rapid erosion, so to speak, of rail 
traflic to highway traffic with respect to peaches. 

Mr. Fiynr. 1 wonder if you are aware that the average peach 
grower, certainly in the section with which I am most familiar, 
would generally prefer to use rail facilities which afford complete 
icing accommodations and cold transit, which I suppose is the proper 
term, than to use any other method available to him for the trans- 
portation in rite om aches. 

Mr. Rice. I have been told that, Congressman, several times, but 
the record of the movement of the peaches does not bear it out. 

Mr. Fiynv. I wonder if you know that a good many peach growers 
feel that they were forced to use other modes of transportation because 
sometimes a rain shower during the peach gathering and packing 
season might delay the anticipated sealing of a car from, say, an ex- 
pected time of 4:30 until, say, 10 minutes past 5, and that the man 
who happened to be in charge of the particular freight station or 
loading station would close up at 5 o’clock and say that he could not 
be back until 8:30 or 9 o’clock the next mor ning. 

Mr. Rice. I would hate to think that that would happen on the 
Coast Line. 

Mr. Fiynvt. I have no knowledge that it ever happened on the 
Coast Line. 

Mr. Rice. Neither have I. 

Mr. Fiynv. I hope it did not; but do you think that if those things 
did happen, and I have been told by peach growers that they have, 
that it might have contributed to a shift in the type of traffic facilities 
used to move peaches from Georgia to New York and other markets? 

Mr. Rice. Human nature being what it is, I am sure that it takes 
all kinds of people to make up a w vorld, but I cannot believe that many 
railroad people, and I put them on a pedestal, would turn away from 
a carload of business because they wanted to go home at quitting time. 

Mr. Fiynv. I certainly hope that condition never existed and if 
it ever existed, I hope it no longer exists. 

I also wonder if the great industry in which you play such an 
important and vital role has ever given serious consideration to devel- 
opment of a marketing service w ithin your organization, so that the 
ores of these highly perishable products, like peaches, might 

e given some real and bona fide assistance in marketing these products 
when they reach the eventual market. 

Mr. Rice. Congressman, I do not know that we have ever done 
much from the standpoint ‘of mar keting, but we have had, and many 
railroads do have, an agricultural department whose primary func- 
tion is to work with the producers of all types of farm products in the 
area served by the railroad, and I believe that the records will indicate 
that these railroad agricultural departments, whose service is purely 
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one of assisting the patrons and the shippers, have been a substantial 
contribution to the methods because usually they are men who are 
trained. We have one in Florida right now. We have a group 
consisting of college-trained people in your large State agricultural 
schools doing nothing but assisting in the production of the soil of 
that area. 

Mr. Fiynt. Thank you, but coming back to my question, Do you 
of your own knowledge know of any efforts that they are making in 
the field of marketing these products as contradistinguished from the 
production of them ? 

Mr. Rice. No, sir; I do not. 

Mr. Fiynv. Incidentally, the difficulties that are confronting the 
agricultural segment are comparable, I think, to those confronting the 
rail industry at this particular time. They are both suffering, I think 
That is a fact we cannot escape. There are a great many of us who 
come from either semi or wholly agricultural sections who feel that 
the difficulties that are confronting agriculture are not due to im- 
proved methods of production or overproduction but to a failure to 
provide adequate marketing facilities in order to provide an adequate 
and proper distribution through proper marketing of the agricultural 
commodities. My thought in mentioning that is this: That perhaps 
one way to recapture the large part of this traffic which has been 
diverted to other modes of transportation would be to make sizable 
inquiry into the possibility of extending the services which. your in- 
dustry can render into that of being of material assistance in market- 
ing, particularly these commodities of which you have apparently 
lost a great percentage of your former traffic. 

Back in my boyhood, I used to work in peach orchards picking, 
and in the packinghouse in packing and shipping, and I mention 

eaches because you mentioned them as one of the things where you 
ave suffered a serious drop in your traffic; am I correct? 

Mr. Rice. That is correct. 

Mr. Fiynvt. It was not uncommon that they would ship out a carload 
of U.S. No. 1 fruit and that it would arrive at its destination, a place 
like Philadelphia, Detroit, Cleveland, New York, or some other main 
produce market, and it would there remain uncalled for and perhaps 
deteriorate to the point of unmarketability because there were no 
facilities available to help this man properly market the produce after 
it got there. Of course, you may say, and rightly so, that it is the 
shipper’s responsibility to be sure that it is marketed, but when the 
fruit gets there and deteriorates, either through lack of being called 
for by somebody who*was supposed to call for it, or whether it falls 
into the hands of a group known in the trade as “pinhookers” who 
come down and buy for 25 percent of the cost of freight alone, then the 
peach grower sometimes felt that he was forced into using some other 
form of transportation even though he got less for it because if he 
were forced to sell at a lower price, say, to an unregulated truck at the 
orchard, he knew then and there exactly what he was going to get and 
he did it rather than to ship it by his accustomed mode of transporta- 
tion and have it arrive at a great produce center and, undoubtedly 
through no fault of the railroad and absolutely through no fault of the 
peach grower himself, have that car of U. S. No. 1 fruit sold for less 
than 25 percent of the cost of the freight alone. 
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I insert those things in the record in no sense to be critical of the 
great industry of which you are a part, but in order that some serious 
consideration may be given to providing something that might be 
termed, for want of better sai “a marketing service,” so that it 
might at least permit an impetus toward a recapture of this vast amount 
of traffic which has been lost. 

Mr. Rice. Congressman, I appreciate that very much. I am very 
much interested in what you are telling me. I can only say this: The 
railroads, when they had these big volumes of perishable traflic, built 
frequently at their own expense and oftentimes rented out these bi 

roduce terminals in cities where this produce could be unloaded an 
SE etched. There is very little impetus to do anything today because 
of our ever-decreasing volume. 

The railroads offered a service to the shippers in order to enable 
them to get the best price for their produce, reconsignments, diversion 
services. I have seen many carloads of peaches come to this same 
Potomac Yard and go on a hold track to watch the market and be held 
under refrigeration and be reiced in order to be dispatched to another 
point where the market was more favorable. 

They offered many services, maybe not as many as they would 
today, if they had the volume of business that would justify research 
and development along these better market places. 

Mr. Fiynt. Thank you, Mr. Rice. On the question of the intent, 
do you feel that perhaps one of the principal motives in providing this 
exemption was to help provide for expanded markets for various agri- 
cultural commodities and the development of those expanded markets? 

Mr. Rice. It could have been in 1935, but I question it. 

I question very seriously that in 1935 they were thinking in terms 
of over-the-road movement of produce from Florida to New York. 

Mr. Fiynv. I want to ask you this and I do not mean this to be 
an embarrassing question. 

Do you recognize that there are certain commodities which should 
be treated perhaps differently from those which are either moderately 
perishable or nonperishable and that perhaps some specific provi- 
sions should be made for them in the event legislation should be re- 
ported? 

Mr. Rice. Well, I am sure, Congressman, that there are certain 
commodities that, by the needs of the marketing processes as we now 
know them, are better served by highway transportation than by rail, 
but why not let that same highway transporter move them under an 
advertised rate? Is there any reason he should not publish it and 
have a given rate that he moves them under the same as the railroad 
would do? That. is my question. 

Yes; there are certain specific types, and I think our Commission 
has issued authorities for specialized movements, specialized com- 
modities, but it would seem that there is no reason that there should 
not be the same regulations applicable insofar as rate publication with 
that type of mover and a railroad. 

Mr. Fiynt. Now, Mr. Rice, following up one of the questions asked 
by Mr. Younger, without going into the merits of the Weeks proposal, 
what would be your thinking along the lines of extending the exempt 
status to shipments which go over your form of transportation? 
Would you like to have the right to compete ? 
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Mr. Rice. Yes, I would like to have the right to compete rather than 
let it continue the way it is today, but that is the last thing I would 
recommend as compared to recommending a type of legislation that 
is now embodied in this bill because I am fearful that, once we have 
a nonregulated type of transportation, you will have your entire 
transportation industry doing the same thing that some of these 
exempt truckers said before the Smathers committee is being done 
among them. They are eating each other up. 

Mr. Fiynvt. I may not have made myself clear. My point in ask- 
ing that question was, if it should be daterinited that there is a need 
for an exemption for certain commodities and confining that exemp- 
tion to those commodities and perhaps drawing a line that is clear 
so that there would be no doubt as to what the Congress means when 
it writes this, would you like the right to be included as a qualified 
mode of transportation to move those commodities under an exempt 
status ? 

Mr. Rice. I would. 

Mr. Frynt. Has that question ever been discussed within the in- 
dustry itself? Are you speaking only for yourself? 

Mr. Rice. I am speaking for Coast Line. 

Mr. Fiynr. Do you feel that you are speaking for the railroad 
industry, or would you rather not answer that? 

Mr. Rice. I would not answer it on the basis of the railroad indus- 
try. There would probably be a diversity of opinion, but to my 
mind if we are going to exempt certain commodities, let us exempt 
it from all forms of transportation. 

Mr. Fiynr. I said I was not going to get into the merits of the 
Weeks proposal, so we will defer any questions upon that until you 
appear before us at a later time. 

Thank you again, Mr. Rice. 

Mr. Ricx. Thank you, sir. 

Mr. Fiynt. Thank you, Mr. Chairman. 

Mr. Rocers. Thank you, Mr. Rice. I have one question to ask 
you. From the testimony it would be indicated that the biggest trou- 
ble in this whole situation has grown out of the rate situation ; that is, 
the ability of the exempt trucker to undercut the other competition 
on the rates. I wonder what your reaction would be if legislation 
would be worked out here to give the rails the same exemption as the 
truckers have in regard to agricultural products. I mean where you 
would not have to publish your rates, open the thing so that you could 
compete with the exempt truckers on that sort of basis. 

Mr. Rice. Well, I will give you the same answer | just gave Mr. 
Flynt. I think if we are going to exempt anything the same exemp- 
tion should apply across the board, but I do say that that is not my 
recommendation. 

Mr. Rocers. What I had in mind was this, Mr. Rice, and I prob- 
ably misunderstood Mr. Younger’s and Mr. Flynt’s approach to it. 

I was thinking that they were talking about going further than 
that. What I was thinking about was limiting it to the same exemp- 
tion enjoyed by the trucks insofar as these ¢ articles, these ¢ ‘ommodities, 
are concerned. and put you in the same category identically as the 
exempt trucker is in insofar as that particular agricultural product 
is concerned. 





INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 139 


Mr. Rice. Congressman, I hate to be repeating myself but I want to 
make it awfully clear the way I feel about this thing. It seems to 
me that when we do that we are going to have a very chaotic situation 
and I expect that the growers will be the first people that will come 
tosee you gentlemen. 

Mr. Roeers. The growers ? 

Mr. Rice. Not the growers but the processors. They will not be 
able to tell what their freight rates are going to be. They will have 
no idea. But it seems to me that if we are going to leave these exemp- 
tions on the books as they now exist and we are not going to limit 
them to the produce in the hands of the farmer, we should let the 
exemptions apply to the railroads as well as to over the highway 
transportation systems. 

Mr. Rogers. Processors cannot tell what their rates are going to 
be right now as far as exempt products are concerned. 

Mr. Rice. They know what the freight rates will be on the rail- 
roads. 

Mr. Rocers. They have quit using the railroads. 

Mr. Rice. They have a pretty good guide. They know that that is 
in the background and if the trucker gets out of line they will give it to 
the railroads and the railroads will have to haul it at that published 
rate. So it is a safeguard that they know what the maximum trans- 
portation cost will be. 

Mr. Rocers. They are just using you as a weapon to drive the truck- 
er’s price down. 

Mr. Rice. Exactly. We are a standby service. When they need us 
badly we are called in. When they have a big run we are called in. 

Mr. Rogers. You do not think you could answer that problem if you 
had a right to hide under a bushel until the time came for you to ask 
a price ? 

Mr. Rice. Say that again, please, sir ? 

Mr. Rogers. You can hide under a bushel, so to speak, and say, 
“We will carry these for whatever the traffic will bear at the time.” 
You would be in the same position as the exempt trucker. He would 
not know what your rates were going to be and you would not know 
what his would be. 

Mr. Rice. I think chaos would prevail. 

Mr. Rogers. Even if it applied to you equally ? 

Mr. Rice. Yes. 

The Cnarrman. Let me get into this. I understand you to say that, 
if something like that would happen, chaos would reign. Why? 

Mr. Rice. Because that would be a so-called rate war. I can see that 
in the offing. 

The Cuarrman. That would not be a rate war because of the fact 
that one carrier would not know what another carrier’s charge was. 

Mr. Rice. Well, he would have some idea and he would try to dicker 
with his producer to try to get his business and he frequently could 
by meeting acertain pr ice, I am sure. 

The Cuatrman. All right. Now, one of the things that you are 
greatly concerned with is how far this thing is going to go as it is 
now ¢ 

Mr. Rice. Correct, sir. 
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The Cuarrman. I have ruling No. 107 of the Interstate Commerce 
Commission, Bureau of Motor ae in which it outlines the status 
of section 203 (b) (6) commodities that have been considered under 
this provision and States which are exempt and those that are not 
exempt thus far, based on court decisions and some by Bureau opinion. 
You do not know whether this listing, the way the courts have construed 
the exemption, is going to get larger or not ? 

Mr. Rice. I would say the indications are, sir, that based on what 
has happened in the last few years, it probably will get into a larger 
field. 

The CuatrMan. Here is my proposition. Suppose the Department 
of Commerce recommendations were adopted that the exemption be 
cut off right where it is now and not let it go any further. We would 
then have certain exempted commodities so far as certain types of 
motor carriers are concerned. Suppose we extend the same privilege 
on these particular exempt commodities that everybody says the 
farmer is so concerned with, the tobacco farmer and poultry farmer 
and so forth, as Mr. Rogers and Mr. Younger and Mr. Flynt suggested, 
and amend the law to permit the railroads and regulated motor carriers 
to have the same privilege on those particular commodities with a 
proviso that each of them must file with the appropriate Bureau 
whatever contract rate they enter into so that everybody will know 
what everybody else is charging. What is your reaction to that? 

Mr. Rice. No. 1, the Secretary of Commerce’s recommendations, as 
I understand them, would not approve anything that we now have so 
that, if we adopted that, there would be no reason for me to be here 
or any of these railroads witnesses because we would be back where 
we have been. There is no improvement. The recommendation stays 
as is, does it not ? 

The Cuarman. It could stay as is but not go further, and one of 
your concerns is that you do not know how far this exemption is going 
to expand. 

Mr. Rice. It is like what was said this morning. We have already 
cut off both arms and do not have any more to cut off. 

The Cuarrman. Youstill have your legs. 

Mr. Rice. No. 2, you mentioned the fact that we would take the 
present exempt commodities that are exempt on the highways and 
make them exempt over the regulated carriers as well as rail. 

The Cuatrman. And have the charge filed for publication. 

Mr. Rice. I am not trying to evade your question, and I am going 
to answer it, but I think that would be a perfectly impractical thing 
to ever see that it was carried out. 

I do not think that you could possibly make all of these exempt 
truckers file rates. You would have to follow them around under that 
type of setup. 

The Cuarrman. To make them file rates ? 

Mr. Rice. Is that not what you said ? 

The Cuamman. I think they call it a contract, do they not? 

Mr. Ricg. I think it would be a lot simpler if you just made every 
carrier that provided transportation service for hire file their rates. 

The CrarrmMan. I am not so sure you are right about that. This 
is not a very simple problem. I know what your desires would be and 
I think I know what would be the best for the transportation indus- 
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try. You know when you leave a loophole somebody takes advantage 
of it. It spreads and a lot of people become involved. Where you 
get a great number of individuals involved that claim to be little boys 
that are going to be hurt and then you get the big fat boys behind 
them saying that you had better not do what you are going to do here, 
it is pretty hard to overcome that situation. 

I think we had better approach it realistically as I have advocated 


- for the last several years, on the basis of stopping some of this and 


then trying to correct it as we go along. 

Will you think about it on that basis a little, because I know some- 
thing about the membership of this committee and the membership 
of the House anyway. I do not want to be critical, but I try to be 
pretty realistic myself in facing facts. 

As I said 3 years ago when the Presidential Advisory Committee 
came up with its policy report and the recommendations went way off 
over yonder with a lot of suggestions that they knew they could no 
more get through this Congress than they could fly. I think what we 
ought to do is to recognize the realities of the situation and try to 
inject some stability—into the transportation system first. Then we 
would have an opportunity of making corrections as we go along in- 
stead of adopting the attitude, “If we cannot make the step that goes 
all the way, let us not make any step at all.” 

Mr. Rice. Well, we are certainly interested in any improvement. 
We are interested in stopping right where we are to assure that we do 
not go further, and we are more than interested in what we consider 
the correction of some of the present inequities that we find ourselves 
faced with in trying to compete for this traffic. 

As [again repeat, it would seem to me that the history of transporta- 
tion in America shows rather clearly that the advantages of regulation 
of our common carriers are paramount. 

At the same time, if there are going to be certain commodities that 
are exempt from those regulations for one form of transportation, it 
would also seem to me that they should be exempt for all forms of 
transportation. 

The CuarrMan. I would agree with that thoroughly. On the other 
hand, how are you going to meet the continuously increasing private 
carrier operations? We are building new, more modern highways, 
and providing the roadbeds. We are doing everything necessary to 
make it easier for them to do this. 

Mr. Rice. Wecertainly are. Iam hoping that this Congress is going 
to redefine that definition to a point that it might change it slightly. 

I will not take any more time, Mr. Chairman. 

Mr. Rogers. Mr. Flynt. 

Mr. Fiynt. Yes, Mr. Chairman. 

Mr. Rice, Mr. Harris brought up the question to which you re- 
sponded that in the conditions whereby everybody would be allowed 
to haul certain commodities on an exempt basis that that would re- 
sult in an unrestricted rate war. Is that what you said ? 

Mr. Rice. That is my guess. Chaos and confusion, as a matter of 
fact, I said. 

Mr. Frynv. Is it not true, as a matter of fact, that you are engaged 
in an unrestricted rate war now without the opportunity of fighting 
hack? 
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Mr. Rice. We certainly are in a position where we cannot fight 
back and do not know what our enemy is. 

Mr. Fiynrt. In other words, the war is going on and your hands 
are tied behind your back. 

Mr. Rice. That is correct, sir, and we do not know what our opposi- 
tion is because we cannot see him. That is his weapon. We do not 
know what it is. 

Mr. Friynr. This brings us to another question. Those who 
presently haul under the exempt status provided in the law have your 
permanent rates, below which you cannot go. They are able to go in 
and to compete by charging just enough below your established rates to 
make it attractive for the shipper to use their method of transporta- 
tion, and yet at the same time to charge within that lower figure all 
that the traffic will bear. Is that pretty well stated ? 

Mr. Rice. That is a fine statement just as we see it. 

Mr. Friynv. If that is correct, if the processors know what the rail 
tariffs provide and use that as a guide in determining their own markup 
to the jobber, to the wholesaler, or to the retailer, and use that as a 
base in figuring their commodity price and if they are able to figure 
that in as part of the base price and if they are able to ship for less 
than that, then is it true that neither the farmer nor the consumer 
receives any benefit from that at all? 

Mr. Rice. That is certainly my understanding of it, sir. 

Mr. Frynr. Am I correct in assuming that that is the main thing 
that you want to avoid ? 

Mr. Rice. That is exactly correct. 

Mr. Fiynvr. And to eliminate ? 

Mr. Rice. That is the thing that we are trying to eliminate by say- 
ing that we believe that he should have to publish his rates. 

Mr. Fiynt. All right, sir. 

Would a congressional definition of exactly which commodities are 
to be handled as exempt commodities within the meaning of this 
statute, whether it is cutting it off now or whether it is going back into 
the past and cutting it off at another date but spelling out directly 
and specifically those items and commodities which are exempt, be any 
help to you? 

Mr. Rice. It certainly would. It would be a step in the right direc- 
tion very definitely, Congressman. It would preclude any further 
erosion of traffic from the railroads that we are now hauling. 

Mr. Frynr. Thank you, Mr. Rice. 

Thank you, Mr. Chairman. 

Mr. Rogers. Thank you, Mr. Rice. 

Mr. Younger? 

Mr. Younger. In connection with the rate war which you say might 
come about through this process of giving everyone the same exemp- 
tion, would that be of benefit to the farmers? Would he get lower 
prices from it ? 

Mr. Rice. I cannot visualize that he would, Congressman. I do not 
believe he would be involved again. 

Mr. Youncer. Well, if he is not involved in the cost. of transporta- 
tion, then what are we talking about ? 

Mr. Rice. The cost of transportation, of course, has an effect on 
what the produce sells for at its ultimate market, and the buyer in the 
production area is certainly considering what he can get for his pro- 
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duce when he pays the farmer, but, based on my experience on a farm, 
the buyer in the production area is usually going to buy it as cheaply 
as he can, regardless of what the spread between what he can get for 
it and what he pays for it may be with regard to the transportation. 
That is the reason that I say that the rate reductions, if this whole 
thing were thrown wide open, would very probably not accrue to the 
farmer’s benefit. 

Mr. Youncer. In other words, the attempt in the Congress to give 
a benefit to the farmer is on the wrong track, according to your theory. 

Mr. Rice. It certainly is, sir, unless he hauls it himself. 

Mr. Youncer. Then why are the farmers in here speaking against 
the bill? Why is the Department of Agriculture in here speaking 
against it? There cannot be that many dumb people, can there, in 

riculture ¢ 

fr. Rice. Well, why does the Department of Agriculture oppose 
the railroads every time we want to get a rate increase? I think that 
is a similar question. I do not know, sir, why they are in here, any 
more than I know why they go before the ICC and oppose us on the 
rate increase when there is a properly constituted governmental body 
to pass on the rate increase. I donot know. 

fr. Youncer. That is all. 

Mr. Rogers. Thank you, Mr. Rice. 

The next witness is Mr. W. Gordon Robertson, the president of the 
Bangor & Aroostook Railroad. 

Mr. Robertson, will you identify yourself for the record, and then 
proceed ? 


STATEMENT OF W. GORDON ROBERTSON, PRESIDENT, BANGOR & 
AROOSTOOK RAILROAD 


Mr. Roserrson. Mr. Chairman, members of the Subcommittee on 
Transportation and Communications, my name is W. Gordon Robert- 
son. | appear before you as the president of a railroad which operates 
in the rich agricultural and forest areas of northern Maine. 

No other part of the United States grows so many potatoes, and 30 
percent of our revenue comes from our potato tonnage. We are a small 
railroad, yet we have invested $12 million in special freight cars for the 
transport of this traffic. We have established rates we believe are fair, 
and we have streamlined our freight-train schedule. Were you to ask 
them, I am sure our potato growers would say that we serve them well. 

Despite this, a constantly increasing percentage of our potato crop 
is moving to consumer markets in nonregulated trucks. Few of these 
vehicles are owned by the farmer who raised the crop. They are, 
instead, part of a now huge itinerant transportation system subject to 
no economic regulation whatsoever and operating in a constantly 
enlarging market. 

As you well know, this freedom from economic regulation means 
that no so-called exempt trucker is required to publish rates, nor does 
he do so. 

He operates, instead, under the umbrella of the published rates of 
regulated carriers, be they railroads, trucklines, or barge lines. These 
rates are the yardsticks he uses in figuring his charges. He undercuts 
them a little or a lot, depending upon the circumstances of each trans- 
action. Obviously, his goal is a haul at a profit, but a haul at a loss is 
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not unknown when loads are hard to find. Probably the best evidence 
of the extent and depth of this rate cutting is the fact that two associa- 
tions of itinerant truckers are now asking for rate regulation them- 
selves. 

I know you gentlemen will thoroughly explore this very real and 
growing threat to an orderly national transportation system. May I 
respectfully suggest that you also consider it as a threat to the orderly 
marketing of farm products. 

I spent 25 years in the potato industry before I became president of 
the Bangor & Aroostook Railroad. A fair number of those years were 
devoted to marketing, and I have watched the impact of itinerant 
trucking on potato prices with increasing concern. 

While some may deny it, I believe it can be readily demonstrated 
that the exempt trucker is no small factor in the creation of unstable 
prices for agricultural commodities. 

Historica!ly, and naturally, commodity prices at point of origin, 
plus published rail rates to destination, establish prices at consumer 
markets. Since the rail rate is fixed, price increases and decreases 
in the consumer market are immediately reflected in an identical rise 
and fall of prices at points of origin. These consumer market prices 
are not hidden prices, but are known to both buyers and sellers. In 
fact, a great deal of effort is expended in making certain that growers 
are thoroughly acquainted with the market prices. 

However, a grower bargaining for a haul by an exempt trucker 
is, in effect, taking a fixed charge out of the price structure and 
replacing it with a variable. Moreover, it is a hidden variable, since 
the trucker is under no compulsion to report his rate, and he doesn’t. 
The net effect is a concealed price by the grower and, because his 
true price is not known to the buyer, added instability for an in- 
herently unstable market. 

I would like to have you picture another situation. A dealer in 
Boston, for instance, locates a trucker who has gone into Maine 
with an exempt load, perhaps, from the South and is looking for an 
exempt load toward home. The price of potatoes in Boston at the 
time is $2 per hundredweight, including 50 cents for the published 
rail rate. The trucker agrees to haul for 40 cents, a decrease of 10 
cents from the rail rate. The dealer expects to add the 10 cents to his 
normal profit, but the market is soft when the load arrives. 

Now, who gets the advantage? Unable to store the load and 
equally unable to sell at $2, he finally sells it for $1.90. Still market- 
ing ata profit. He had the 10 cents to play with. 

At that point, $1.90 becomes the Boston price, and that is immedi- 
ately known throughout the country and the price for all growers 
drops 10 cents because of 1 load. 

The irony is that the only real losers are the growers, yet the trans- 
action is possible only because of a law intended to benefit the Ameri- 
can farmer. 

Believe me, this illustration of how exemption can work to the 
farmer’s detriment is no figment of the imagination. I have seen it in 
the potato market, and I know that comparable situations arise in the 
case of other commodities. 

I trust that nothing I have said gives the impression that I am 
suggesting the curtailment of the farmer’s right to carry his own 
products to his own primary market. 
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What I am suggesting—indeed, what I am urging—is a redefinition 
of “exemption” in the spirit of its original intent. I urge that the 
word “processed” be substituted for the word “manufactured” in the 
exemption clause as amended. To do otherwise, in my opinion, would 
mean a continuance of the chaotic situation which now exists. I urge 
that exemption be restricted to the farmer’s right to haul his own 
products to market and his own purchases home. I urge, in short, 
that exemption cease when title passes. 

I realize that that will not cure the entire situation, but it certainly 
will alleviate some of the problem. 

What I propose takes no basic right from the farmer, yet it would 
eliminate a most serious threat to the Nation’s system of common, 
regulated carriers, to say nothing of removing an unstable price 
factor from a field where stability has been a long-sought goal. 

To my mind, that is the most important part of this particular 

roblem; the added instability introduced by an unstable rate of 
freight. 

Mr. Rogers. Thank you, Mr. Robertson. 

Did you have any questions, Mr. Harris? 

The Cuarrman. I have no questions. 

Mr. Rogers. Mr. Younger ? 

Mr. Youncer. I have just one question. Would you, Mr. Robert- 
son, in your suggestion for an addition to this bill, also limit it to the 
farmer-owned trucks ? 

Mr. Ronertson. No, sir. I do not believe that you could limit it 
that far. 

Mr. Youncer. Why ? 

Mr. Ropertson. Because there are farmers perhaps who do not own 
trucks. They certainly should be allowed to transport their goods 
to market. 

Mr. Youncer. On an exempt basis? 

Mr. Rosertson. To a primary market. I believe that that is the 
intent and always was the intent of Congress but certainly not to 
transport their fruit from Florida to New York or their potatoes 
from Maine to Miami as is happening now. 

Mr. Youncer. The difficulty that I see in this bill is how are you 
going to determine primary market? If there is an advantage in 
the present system and there must be by the fact that they have 
taken all that traffic away from railroads and from the certificated 
truckers, then they are going to devise ways and means of sellin 
f. 0. b. New York or f. 0. b. Chicago with the produce in the contro 
of the farmers. They are going to work out some kind of plan of 
selling at the market, instead of at another point. 

Mr. Rosertson. I think you are entirely right, sir. Of course, no 
matter what law is passed it will not be too long before people and 
particularly farmers, they are very good at it, will find a method 
of using the law to their advantage, and I speak as a farmer. 

Mr. Younger. You take a little different attitude toward the farm- 
er than the preceding witness on the stand. 

I got from his testimony that he thought the farmer was rather 
dumb and did not know what he was doing. 

Mr. Rosertson. I do not think he meant to give that impression. 

Mr. Youncer. You think the farmer knows what he is doing? 
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Mr. Roperrson. Yes, I do. 

Mr. Younerr. You think that ways and means will be devised 
pa ceeraree the present system regardless of the passage of this 

ill? 

Mr, Rosertson. No matter what. I think the best we can hope for 
is to make the law as nearly effective and as nearly equitable as possible 
to all concerned. 

Mr. Rogers. Mr. Flynt. 

Mr. Fiynr. Thank you, Mr. Chairman. I have just 1 or 2 ques- 
tions, Mr. Robertson. I will ask you the same question which all 
of us asked Mr. Rice a while ago. 

As an alternative to the existing conditions, would you like to 
see the right to compete for the movement of these exempted com- 
modities extended to include you ? 

Mr. Rosertson. Like my predecessor in the witness chair, I do 
not believe that your leaving to the railroads the regulatory fune- 
tions in the transportation of agricultural commodities would be a 
good answer. I do not believe that it would ever get to the point of 
enactment. 

I would like to draw an example for you of what might happen. 

In these days of diversification there are many concerns that carry 
out more than one type of business. I think of one, a large user of 
steel] plate that is in the chainstore business. Now, if the railroads 
were allowed to make any rate that they decided would be satisfac- 
tory to them for the carriage of agricultural commodities I could 
visualize a railroad going to this user of steel plate, who was also in 
the chainstore business, and saying, “If you will give me all of your 


traffic on the steel plate I will haul your agricultural commodities 


to your chainstore for half the present rate,” and I do not believe 


that that would ever be countenanced. It is entirely in oposition to 
the intent of the entire Interstate Commerce Act. I think it points 
out, sir, how important an exemption of this kind is when it be- 
comes used by everyone. 

We are able to live with this agricultural exemption act when it is 
only being used by a small segment of the transportation industry 
but it shows how inequitable it 1s when you expand it to all. 

Mr. Fiynrt. I do not think that the example you gave is completely 
analogous to the situation as it actually exists. On the question of 
the rightness or wrongness of the exemption provision in the existing 
statute, if it had been left alone as written and if it had not been 
expanded by the interpretation of the Supreme Court what would be 
the position of your railroad and, as far as you can speak for them, 
the other railroads? 

Have you been hurt by the law or have you been hurt by the inter- 
pretation which has been placed on that law ? 

Mr. Rosertson. Both, and I find it difficult to say which has been 
more harmful in our particular instance. 

Mr. Fiynt. We can judge that you assume that the interpretation 
has been worse because I know of no major protest made prior to this 
aeepoeing the long line of judicial interpretations; am I correct in 

at 

Mr. Rosertson. I think the railroads have bitterly opposed the 
agricultural exemption provision from the time of its inception. 
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Mr. Fiynt. Of course it might be a matter of degree. 

Mr. Rosertson. Yes, I think that is true. The recent court inter- 
pretations have brought the matter to a head and focused attention 
on it. 

Mr. Fiynt. Mr. Robertson, as briefly as possible I would like to 
have your comments on the suggestion I mse a few minutes ago as 
to whether or not it is possible that certain processors include the rail 
transportation cost in establishing the base price for their product 
and then as to any motor transportation that they are able to obain 
for less than that, the benefit thereof inures to the processor and is 
not passed on to either the farmer who produces the agricultural com- 
modity or to the housewife who is the eventual consumer. 

Mr. Rosertson. You are right, sir. Human nature prevails. 

Mr. Fiynr. Would you like to comment on that? 

Mr. Ropsertson. Merely to say that I do not think it could be ex- 
— to be otherwise. If a man makes a sale of an article at $2 and 

e expects to pay 50 cents for the cartage of that produce and he is 
able to contract for it to be hauled at 40 cents, he is not going to go 
back to the man whom he bought it from and say, “Here is another 
dime back. I got it hauled cheaper.” 

He is going to keep the dime. 

Mr. Fiynt. Are you prepared to state whether producers of the 
major agricultural commodities served by your railroad would gen- 
erally prefer to use rail shipment services and facilities if they could 
do so at a competing cost ? 

Mr. Ropertson. They have assured us of that, sir. 

Mr. Fiynt. I mention that because, of course, I am not directly 
familiar or personally familiar with the situation which prevails in 
the area served by your railroad. 

You may have heard me mention to Mr. Rice that I have on 
numerous occasions heard their agricultural counterparts in our sec- 
tion, the feed growers, and I named one, state that all things being 
equal they would much prefer to use it. 

Mr. Roserrson. That is what our customers tell us, too. 

Mr. Frynr. And you think that same condition prevails in the 
potato-growing industry ? 

Mr. Roserrson. Yes, sir. 

Mr. Fiynt. From your knowledge of that area and of the potato 
growers situation generally, would you say that that same condition 
prevails in the northwest potato-producing regions ¢ 

Mr. Rosertson. I would say so, yes, sir. 

Mr. Frynt. Thank you very much. 

Mr. Rogers. Just one question, Mr. Robertson. 

I notice in your statement you recommended that the word “man- 
ufactured” be changed to “processed,” in this exemption provision 
that is in the present law. Is it your thinking that the use of the 
term “manufactured” is a misnomer or misuse; if it is a manufactured 
_ it is not an agricultural product in your opinion, in the first 
place ? 

Mr. Ropertson. Yes, sir. I think it leads to more confusion. 

Mr. Rogers. Do you have any questions, Mr. Harris? 

The Cuarrman. I have no questions. 

Mr. Rogrrs. Thank you very much, Mr. Robertson. 
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Mr. Roserrson. Thank you. 
Mr. Rocrers. The Chair will now recognize our colleague, Mr, 
Hemphill from South Carolina, for a short statement. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hemputiiy. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am most grateful 
for you allowing me to appear and insert my statement in opposition 
to H. R. 5823 which you are presently considering and which, ac- 
cording to the information furnished me by interested constituents, 
and others, would have the effect of stringently and radically limiting 
the scope of the agricultural exemption of motortruck hauling from 
Interstate Commerce Commission regulations. 

My constituents are concerned, and I am concerned ; because of the 
possible impact of resulting regulations, or ICC decisions, under the 
provisions of this bill which would cause increased rates on many 
farm products, which would result in the pricing of those farm 
products out of the ready market. 

When section 303 (b) (6) of part II, of chapter 8, of the Inter- 
state Commerce Act, was originally put into the law, it reflected the 
concern for, and the interest in, prominent problems of the farmer, 
livestock producer, and fisherman, in getting products to the market, 
with a minimum, reasonable, transportation cost, and a maximum 
benefit to the producer. 

The problem of that producer is no less urgent today than it was 


when this statute (40 U. S. Code, sec. 303 (b) (6)), was passed. If 
anything, on the American scene today, the producer is coming out 
at the little end of the horn and his ene and marketing costs 


are continually rising, and the price of his goods, at producer level, 
has not proportionately increased. 

The farmer today is getting the blame, in some communities for the 
high cost of food and fiber, which is unjustified, especially in view 
of the low production prices which have not risen—for on the other 
hand, the prices of food and fiber after leaving the hands of the 
farmer have been materially increased, without benefit to the producer 
and without this Government taking any progressive and productive 
step to do anything about it. 

As I understand the present law, the provisions of the ICC Act 
relative to qualities of maximum hours of service of employees and 
safety of operation of standards of equipment shall not be construed 
to include— 
motor vehicles used in carrying property consisting of ordinary livestock fish 
(ineluding horticultural) commodities (not including manufactured products 
thereof), if such motor vehicles are not used in carrying any other property, 
or passengers, for compensation. 

This bill seems to place the cutoff point at the wharf for the fisher- 
man, field for the farmer, or at the pasture for the livestock producer. 
It is all out of step with the original theory of helping the farmer, and 
the claim that the exemption operations are primarily for the bene- 
fit of the processor and shipper is a subterfuge to again give the farmer 
a blow insofar as his economy and marketability are concerned. 
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Most of the grain in my area moves to the market by truck. The 
agriculture exemption is a great boon to the grain farmer and to pri- 
yate trucking. 

If the purpose of this bill is to prevent illegal carriage through 
the use of bills of sale and invoice, making it appear that the truck 
carrier owner is actually the owner of the property, their penal legis- 
lation should be enacted, rather than legislation which would hurt the 
farmer. 

If there have been abuses of the agriculture exemption the farmer 
should not suffer, and I am afraid this bill would cause him to suf- 
fer. The present law restricts the exemption to motor vehicles not 
used in carrying other property or passengers for compensation. 
This contemplates, not only full loads, but less than full loads, and 
the restriction tends to eliminate abuses. 

Others of my constitutents oppose this legislation because they 
believe that it gives the ICC a foot in the door toward the complete 
control of transportation. I am mindful of the fact that most bureaus 
want more power. 

I am mindful, also, of the fact that much of our difficulty in this 
country today stems from too much governmental regulation. 

Suppose a man operates a feed mill, a flour mill, a cottonseed oil 
mill—al] recognized as beneficial to our farming and general econ- 
omy—and such business operated a fleet of trucks, carrying grain, 
corn, and other such products for such mills, they would be sorely 
set back by this legislation. And so, in addition to the farmer, some 
businesses in the categories mentioned would suffer. 

If it be true that ICC seeks to bring all transportation under its 
dominion and control, then that will not inevitably result in the elim- 
ination of all the small and/or private truckers ? 

I do not say this is the policy. I do say that some of my people 
are fearful and I respect their opinion and judgment because they 
are in the business and have been concerned with it, and have been 
paying taxes to support the Government for many years. 

May I say that 1 have much confidence in this committee and your 
chairman; I know of the multitude of problems that face you and the 
terrific responsibilities in the various fields of travel and commerce 
which your committee considers. 

I know of the concern of the chairman and most of the members of 
this committee have for the farmers and small-business people. I 
solicit your most earnest consideration and investigation of this legis- 
lation in connection with the views you have heard expressed. 

Thank you. 

Mr. Rogers. We are glad to have you, Mr. Hemphill, and glad to 
receive your statement. 

Thank you very much. 

Mr. Hempuity. Thank you, Mr. Chairman. 

Mr. Rogers. The next witness is our colleague from Georgia, the 
Honorable Iris F. Blitch. Mrs. Blitch, we will be glad to hear you 
at this time. 
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STATEMENT OF HON. IRIS F. BLITCH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mrs. Burrow. Mr. Chairman and gentlemen of the subcommittee, I 
appreciate the opportunity of appearing before you to express my 
views on H. R. 5823, which is presently pending before your subcom- 
mittee. 

I am concerned with the far-reaching effects that this proposed leg- 
islation would have, especially in the absence of amendments which 
I feel would be necessary. 

To begin with, I am sure that you are aware of the legislative history 
which surrounded the agricultural provision in the “original Motor 
Carriers Act. The reasons for this exemption are many, foremost 
among which are— 

(1) To enable the producer of agricultural commodities to be 
able to reach all markets in the shortest possible time, in the most 
convenient manner, and at the lowest possible cost ; 

(2) To provide for shipment and transportation of perishable 
commodities without delay and without deterioration or exhorbi- 
tant expenses; 

(3) To develop and expand distribution and consumer mar- 
kets for agricultural commodities; and 

(4) To develop the agricultural segment of the national 
economy. 

No one, not even the strongest advocates of the legislation as drafted, 
can deny the validity or the necessity of the four reasons which I have 
just given. To diminish or destroy either of the four would seriously 
affect the individual farmers, the agricultural community, and the 
national consumer group. 

In the district which I represent, we know and realize first hand the 
necessity for this provision of law. We feel that to remove this agri- 
cultural exemption as proposed by this pending legislation would 
cripple many individual agric ultural operations and seriously affect 
two major agricultural commodities—tobacco, and bee and honéy prod- 
ucts. We have found that it is necessary to be able to move both of 
these types of agricultural commodities under exemption status in 
order to find the best market and the one which will afford the best 
price to the farmer for his products. If it should become necessary 
for the producers of tobacco and honey, or both, to rely altogether on 
regulated common carriers, or to resort to the use of contract carriers 
under regulated status, the effect upon these producers would be dis- 
astrous. It is a confirmative statement to say that many would be 
forced out of business and others would suffer to a greater degree. 

I am in full accord with the efforts of your c ommittee and with the 
Interstate Commerce Commission to ferret out those who abuse this 
privilege presently afforded under the agricultural exemption provi- 
sion. I know that the producers in my area, as well as myself, will 
cooperate in every way possible to correct these abuses and to eliminate 
them. We feel that the elimination of abuses rather than the re- 
moval of the agricultural exemption is the answer to the problems 
which presently exist. I am sure that you will give this matter care- 
ful consideration, and I seriously hope that the consideration will re- 
sult in a retention of the agricultural exemption provision. The in- 
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equities and abuses which have existed and which may presently exist 
can and should be corrected, and toward that end I will lend my 
support. 

f respectfully urge that approach rather than the passage of H. R. 
§823. 

Thank you Mr. Chairman, and members of the committee for afford- 
ing me this opportunity of representing the effect that H. R. 5823 
would have upon the economy of the people of my district if it is 
passed in its present form. 

Mr. Rocers. Mrs. Blitch, we appreciate your appearance and the 
information you have given the committee. 

Mrs. Burren. Thank you, Mr. Chairman. 

Mr. Rocers. The next witness is our colleague from Florida, the 
Honorable Paul G. Rogers. Mr. Rogers, we will be glad to hear 
you. 


STATEMENT OF HON. PAUL G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Rocers of Florida. Mr. Chairman and members of the com- 
mittee, thank you for this opportunity to express my views on H. R. 
5823, and your honey industry. 

The honey industry is important to the State of Florida, since the 
State ranked third in honey production last year, about 19 million 
pounds being produced. This industry is also important to the rest 
of Florida agriculture from the standpoint of pollination. 

Because of losses sustained to this industry from insecticides in 
many areas in recent years, the industry is already in a weak condition. 
It would be disastrous to this large industry for a change from the 
present exempt status. The industry could not absorb any further 
creases in freight costs which would result. 

I sincerely hope that while considering this bill, the committee will 
keep these points in mind and permit the honey industry to continue 
on the exempt list, as in the past. 

Mr. Rocers. Thank you for your appearance, Mr. Rogers. 

Mr. Rogers of Florida. Thank you, Mr. Chairman. 

Mr. Rogers. The next witness is our colleague from South Dakota, 
the Honorable E. Y. Berry. Mr. Berry, we will be glad to hear 
you. 


STATEMENT OF HON. E. Y. BERRY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH DAKOTA 


Mr. Berry. I am opposed to the passage of this bill because it would 
seriously affect the pricing of a large number of agricultural products. 
Secondly, it would bring both transportation and production of agri- 
cultural commodities under further Federal regulations. 

The greatest problem confronting agriculture is the wide spread be- 
tween the cost of the things the farmer is compelled to buy and the 
price of the products he has to sell. This difference is created pri- 
marily by the cost of transportation, labor and processing. 

There is no question but that added control over transportation 
will mean added cost to the farmer and will widen the spread between 
the value of his produce, and the cost of the products he must buy. 
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It would no doubt be more simple for ICC to handle its work if it 
had extended controls, but I trust that the problems and prices of 
agriculture will be given full and careful consideration, and that 
this legislation will not be favorably acted upon. 

Mr. Rocers. We appreciate your appearance and testimony, Mr, 
Berry. 

Mr. Berry. Thank you, Mr. Chairman. 

Mr. Rogers. The next witness is our colleague from California, 
the Honorable Clyde Doyle. Mr. Doyle, we are glad to welcome you. 


STATEMENT OF HON. CLYDE DOYLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Doyix. Mr. Chairman and members of the committee, I have 
received from Mr. Wendel Shore, president of the California Hone 
Packers and Dealers Association, whose office is at 10920 Garfield, 
South Gate, Calif., a statement urging to your attention that from the 
standpoint of “pollinating important agricultural ~~ honey is a 
necessity but the industry is at a point where it cannot absorb further 
freight increases, thus making retention on the exempt list vital.” 

I will thank you, therefore, to take this frankly stated position on 
this subject, so vital to this growing and valuable industry in the field 
of healthful food for the American people, into consideration. 

Mr. Rogers. We appreciate your appearance, Mr. Doyle, and your 
presentation of the views of Mr. Shore. 

Mr. Doyitx. Thank you, Mr. Chairman. 

Mr. Rocers. Our next witness will be Mr. Augello, counsel for the 


National Fisheries Institute. Is he present? 

I understand he is not. 

Mr. Matt Triggs. Is he present? 

If you will identify yourself, Mr. Triggs, for the purpose of the 
record, you may proceed. 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION, WASHINGTON, D. C. 


Mr. Triees. My name is Matt Triggs. I am assistant legislative 
director for the American Farm Bureau Federation. Our state- 
ment, Mr. Chairman, and members of the committee, is brief. I 
think the quickest way for me to proceed would be to read it. 

Of course, as always, we appreciate the opportunity of presenting 
the views of the American Farm Bureau Federation with respect to 
the proposal contained in H. R. 5823 for amendment of the agri- 
cultural exemption of the Motor Carrier Act. 

We have long considered this exemption to be imperatively neces- 
sary for the efficient marketing of farm products for the following 
reasons : 

1. To an increasing extent, efficient marketing of many farm prod- 
ucts involves movement from the farm direct to consuming markets, 
thus avoiding the costs and delays involved in unloading, handling, 
and reloading. 

A major example, for instance, is livestock, almost all of which 
moves directly from the farm to the packer. 
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Exempt haulers are willing and anxious to load on farms. Com- 
mon carriers, with rare exceptions, are not interested in loading on 
farms, nor do their certificates require or even authorize them to do so. 

Were it not for the exemption, farmers would be required to haul 
their products to the nearest loading facilities of rail or truck com- 
mon carriers, and to reload at such point. This would involve addi- 
tional and unnecessary costs, in many cases a deterioration in quality, 
and in many cases a delay in the marketing process that would prevent 
the farmer from “hitting the market” at a time when the price is 
highest. 

2. Common carriers do not serve many communities in agricul- 
tural areas. It is often a substantial distance from a farm or local 
assembly or processing plant to a common carrier rail or truck termi- 
nal that is equipped to handle specific farm products. 

Truck common carriers, in particular, pass through a great many 
rural communities without any intention, nor indeed any authoriza- 
tion, to serve such communities. The exemption insures that an agri- 
cultural area, no matter how thin its transportation needs may be, 
will be served. 

It further assures that competitive factors will insure satisfactory 
service. Otherwise, in many instances, farmers would be dependent 
upon one railroad, or one truckline, irrespective of the adequacy or 
ciency of their service, or the remoteness of loading facilities suit- 


able for hauling their products, or their inability to reach certain 
markets. 

3. Exempt haulers can reach any market and reach it expeditously. 
The exempt hauler, because it is not restricted as to routing, can 


move from the point of origin to any market in any direction. This 
flexibility of operation is imperatively necessary to efficient market- 
ing. Transportation must fan out from origin in all directions in 
order that each market may be uniformly supplied and price-depress- 
ing gluts avoided. 

he fast. service of exempt haulers, moving in any direction to 
any market, in response to changing prices in the market, reasonably 
assures that each market will be supplied with the amount of the com- 
modity desired by consumers without oversupplying the market. 

Truck or rail common carriers cannot provide this kind of service 
in many circumstances. Many markets cannot be reached from 
specific origins by common carriers except by circuitous routing, in- 
terchange of equipment, and delays in transit. 

This involves extra cost, deterioration of the product, and uneven 
distribution, and increases the farmer’s difficulty in marketing to best 
advantage pricewise. 

4. Exempt haulers often provide a superior and personalized serv- 
ice. An exempt hauler is normally a local resident in whom the 
farmer-shipper has trust and confidence. Contrary to aspersions that 
such haulers are “irresponsible gypsies,” and of course there are some, 
they are commonly high caliber, responsible individuals—small-busi- 
ness men who are competing vigorously for business by providing 
service. 

Because the farmer-shipper is dealing with an individual who 
handles the transportation all the way to the market, he can give him 
personal instruction with respect to the manner in which service is 
to be provided, and hold him responsible for such service. 
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No such personalized service can be assured in many circumstances 
by a common carrier organization. ‘The shippers’ instructions do not 
necessarily filter down to person or persons doing the work. This is 
poser the case where interchange of equipment or responsi- 

ility is involved. 

5. Exempt haulers provide a transportation pool. Much agricul- 
tural movement is seasonal. Shipments from an area may fluctuate 
from nothing to many truckloads in a few days. The freedom of ent 
into exempt haulage means that available trucks normally engaged in 
other operations may be pressed into service to meet seasonal or 
emergency situations. 

The freedom from rate regulation means that rates may rise to the 
extent necessary to attract the needed number of trucks into service. 

We cannot expect or require that truck common carriers maintain 
idle equipment throughout large portions of the year in order to meet 
such seasonal needs. 

6. Exempt haulers will unload at multiple points. Common car- 
riers will not ordinarily do this. This is often an extremey im- 
portant factor in serving an area, and particularly in developing a 
new area. Exempt haulers in many instances perform a marketing 
function as well as a transportation function. 

7. Exempt haulers are not subject to the same featherbedding and 
make-work practices that add costs to rail and truck common carrier 
operations. An example of this is the local driver requirement, estab- 
lished in New York City and other cities by agreement between com- 
mon carriers and the local teamsters union, which provides that an 
over-the-road truck must be driven by the driver to the common car- 
rier terminal, from which point a member of the local union must 
accompany the truck to its destination in the city. 

The exempt hauler is one means whereby the agricultural shipper 
an often—and I emphasize “often”; it is not always—avoid the costs 
arising from such uneconomic practices. 

8. Exempt carriers do not participate in service interruption by 
reason of the exercise of “hot cargo,” “hot merchandise,” and other 
restrictive practices. Thus, a northern California apple processor, 
whose workers voted 16 to 1 against union recognition, was neverthe- 
less picketed by the teamsters union. The truck common carriers 
serving this plant were subject to “hot cargo” provisions of their con- 
tract with the teamsters union and were therefore unable to, or at 
least did not, provide truck transportation. a 

9. The exemption widens the choice of alternative shipping facili- 
ties available to the shipper and therefore, permits him to choose 
the transportation facility best equipped for a specific movement, and 
therefore, to do a better marketing job. 

10. For all the above reasons, exempt carriage is cheaper than com- 
mon carriage in most instances. There are instances where rates have 
been reduced 25 to 35 percent when certain commodities were reclas- 
sified. This is a high price to pay for the privilege of being regulated, 

Although this question of rates is important, our major interest in 
the exemption is the efficiency in marketing promoted thereby. 

We now come to the question that has been asked here many times: 
We do not agree with the assertion sometimes made that the farmer 
should be primarily interested in transportation to the point that the 
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commodity leaves his control and possession. Farmers have a vital 
interest in the marketing of their products all the way to the consumer. 

Any unnecessary costs and inefficiencies result in an increased spread 
between farm and consumer prices. Such marketing costs are shared 
jn some proportion by farmers and consumers. 

If I may, Mr. Chairman, I would assert that this is a statement that 
99.99 percent of the economists in the field of agricultural marketing 
would agree with. 

Nor do we agree with those who tell us that the variation of trans- 

ortation charges associated with exempt haulage will tend to create 
unstable markets. The market price is determined by the supply rela- 
tive to the demand in a particular market. 

Any reduction in the cost of getting a product to the market re- 
dounds primarily to the benefit of the shipper. True, any widening 
of the source of supply incident to more efficient transportation may 
adversely affect some producers, and benefit others. 

As a general proposition we submit that the interest of farmers is 
furthered by a high degree of freedom of movement of farm products. 

We recommend that prior to any action with respect to the reclas- 
sification of any particular commodity, the committee carefully inves- 
tigate the effect of such reclassification upon the industry. As I think 
you know, the Department of Agriculture is undertaking 2 studies, 
the 1 for poultry which is complete, and 1 which is in process for 
frozen fruits and vegetables, to ascertain the significance of the ex- 
emption with respect to the marketing of commodities, which may be 
of assistance to the committee in this respect. 

The problem created by judicial expansion of the classification of 
agricultural commodities for purposes of the Motor Carrier Act has 
been developing over a period of several years. At our last annual 
meeting the problem was reviewed in considerable detail. 

As a result of such review, the voting delegates representing the 
member State farm bureaus adopted the following policy statement: 

The agricultural exemption of the Motor Carrier Act is imperatively neces- 
sary for the efficient marketing of agricultural commodities, including partially 
processed products of various kinds. We do not seek to broaden the exemption 
beyond its present status as the courts have left it. 

We are strongly opposed to any proposal (1) to restrict this exemption to 
the transportation of agricultural products to the primary market or (2) to 
narrow substantially the exemption as now interpreted. 

Any legislation enacted on this issue should be carefully drafted so as to 
accomplish only its exact intent, to avoid a long period of uncertainty, and to 
leave the judicial construction of the past 20 years essentially unimpaired. 

This should be supplemented by pointing out that, when we say 
that “we do not seek to broaden the exemption beyond its present 
status as the courts have left it,” we recognize that new crops may 
come into the picture, perhaps new grains, now oilseeds, and so forth, 
and that such new crops should be classified as “agricultural com- 
modities, “just as similar grain and oilseed corps are presently 
classified. 

In view of this policy adopted by our voting delegates, we obviously 
are opposed to the enactment of H. R. 5823. 

It seems to us that at least some of the people in the regulated 
transportation business are more concerned because the door has 
been opened to continued substantial expansion of the exemption, 
than they are with respect to what has occurred to date. 

26170—58——11 
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If this is true, it would appear reasonable and proper to enact 
legislation to stabilize the exemption where it now stands as the 
result of court interpretations. 

In view of the plight of the railroads, presented here very compe- 
tently by railroad witnesses—and we all recognize they do have a 
difficult situation—and their emphasis upon the enactment of H. R. 
5823 as one of the things needed to alleviate this situation, I would 
like to make a comment on this point. I would like to submit that, 
to the contrary, the enactment of H. R. 5823 would not have a very 
significant impact upon the railroad problem. 

This is because the major portion of the agricultural products that 
have moved into truck transportation away from the railroads did 
so because of certain inherent advantages of trucks for the movement 
of these specific commodities under certain conditions and, if exempt 
trucks were not permitted to operate, I believe that the major portion 
of the traffic would continue to be handled by trucks in some form, 
private trucks, contract trucks, or common carriers. 

The second big reason that I think that this would have minor 
impact upon the railroads is that it would seem that Congress would 
not enact legislation to just wipe out of existence the tens of thou- 
sands and perhaps hundreds of thousands of small businesses that 
have made investments in reliance on the law as it now is, and, 
therefore, it would seem that if you did so it might be your belief 
that there should be a grandfather clause to permit those who are 
now in a certain business to continue and if this appeared to be 
equitable to Congress, then everybody now in the business would 
continue to be in the business and I see very little opportunity under 
those circumstances for the railroads gaining any substantial increase 
in tonnage. 

That concludes my statement, Mr. Chairman. Thank you very 
much. 

Mr. Rogers. Thank you, Mr. Triggs. 

The Chairman recognizes the gentleman from Arkansas, Mr. Harris, 

Mr. Harrts. I have no questions at this time. 

Mr. Rogers. Mr. Younger, do you have any questions? 

Mr. Youncer. I have just one. 

Mr. Triggs, do you believe that if we are going to have exemptions, 
that the same exemption ought to be extended to all methods of trans- 
portation ? 

Mr. Trices. About once a week some railroadman asks me that 
question, generally with a smile, because they do not really mean it. 
They are. just pulling out leg, because they do not want the same 
exemption. 

They would like to transfer, yes, the determination of rates from 
the Interstate Commerce Commission to the industry as a whole. 
This is a difference between public regulation and cartel regulation. 

I do not know of any organization of railroads that has “adopted 
a policy to extend the exemption to agricultural products handled 
by railroads. Therefore, we do not have any policy on it. 

If it did become something other than a hypothetical situation, if 
the railroads indicated that they sincerely wanted this change, then 
this would become a matter which we would have to study and devise 
a policy under those circumstances. 
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Mr. You NncER. Just one further question covering the same point. 
You say: “An exempt hauler is normally a local resident in whom 
the farmer-shipper has trust and confidence.” 

Do you think that the exemption ought to be limited to that classi- 
fication 4 

Mr. Trices. I do not see how you could define this because there 
is a gradual transition all the way from a farmer who does exempt 
hauling, maybe for a week a year, to a man with large numbers of 
trucks who does a special job of handling a certain type of transpor- 
tation, for example, livestock, of a certain area. 

I know the Commission estimated, I believe it was 44,000 exempt 
haulers. I would doubt very much the correctness of this figure. 
I think it is more in the neighborhood of 144,000 because I do not 
think they have counted the tens of thousands of farmers who, on 
occasion, engage in exempt haulage. 

Mr. Youncer. You could determine easily enough whether the 
man is a local resident. 

Mr. Triaas. He is a local resident of some place. 

Mr. Youncer. I do not think that Mr. Yearly who was here and 
who had 100 trucks, and he operates from Maine to Texas and from 
Wisconsin to Florida, is a local resident. 

Mr. Trices. I do not mean to infer that the fact that a man is a 
local resident, which is often the case, is the only reason that we find 
exempt carriage to be of benefit to the hauling of farm products. 

There are many other factors. This is only one of them. 

Mr. Youncer. That is all. 

Mr. Rogers. Mr. Flynt, do you have some questions ¢ 

Mr. Fiynr. If you please, Mr. Chairman. 

Mr. Triggs, since you speak so favorably of this exemption which 
affects the farmers, do you think that it ought to be applied to other 
segments of the national economy as well as agriculture ? 

Mr. Trices. It is applied to the fishing industry, which will be 
heard here, as I understood, tomorrow. 

Mr. Fiynr. Would you like to see this thing wide open to extend 
to small business, for example, within any definition of the term 
“small business?” 

Mr. Triaes. All I can say is we have no such policy. Our policy is 
for the protection of the agricultural exemption. We have not dis- 
cussed this other thing; we have not even thought about it, so any 
opinion that I might have would just be a personal offhand | opinion 
and I have not thought about it. 

Mr. Fiynr. Let me ask you this question, which I am reluctant to 
ask. In view of the last statement you made before Mr. Younger’s 
questions, would you insist upon this provision being retained even 
at the sacrifice of an adequate transportation system in our Nation? 

Mr. Trices. Of course, the answer to that would be “No”; but we 
do not concede the premise. We do not believe this is essential for 
an adequate transportation system. In fact, the reverse is true. So 
far as agriculture is concerned, an adequate transportation system in- 
cludes an exempt carriage industry. 

Mr. Fiynr. You heard that statement, though, advanced by wit- 
nesses who preceded you; have you not 

Mr. Trices. Yes, sir. 
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Mr. Fiynt. So, is there somewhere between those two divergent 
thoughts that this committee has to arrive at a solution which will 
give to agriculture the benefit which agriculture feels that it is en- 
titled to and, at the same time, see to it that no entire mode or segment 
of our transportation system is destroyed ? 

Mr. Trices. Yes, sir; of course that is correct. We have advanced 
a suggestion that we freeze the situation right where itis now. I think 
that there are some good reasons for ‘this position. This would 
prevent further expansion, and the courts could start further expan- 
sion next month in some cases. 

It could be expanded to include feeds; it could be expanded to in- 
clude canned goods, and in each expansion we have noticed that the 
industry immediately discovers that to them there are a good many 
advantages in being exempt, so you would create a vested interest in 
a larger agricultural exemption than we now have. 

Therefore, it would seem to me that it would be very definitely in 
the interest of the regulated carriers that we do take action in this 
Congress to at least freeze it where it is now. 

This does not mean that Congress is never going to look at it again. 
Of course, they might go into some specific aspects of the program 
next year. 

However , to freeze the exemption where it is right now is, I am 
sure, a measure that could get through the Congress in the closin 
months without any difficulty at all, whereas, with any conteovenllll 
proposal, it is hard to tell what would happen. 

Mr. Fiynvt. Are you willing to concede for this record that the 
courts have gone beyond the original intent of Congress? 

Mr. Trices. There is a difference of opinion on this, Congressman. 

Mr. Fiynt. I know that. That is the reason I am asking you. 

Mr. Trices. I do not agree with all the opinions of the Supreme 
Court. I have read this one pretty ST and I say that it is a 
decision that I think could be reached. I do not think that they 
necessarily had to reach this, but the lawyers argued this point at 
length. 

I think it was fully explored from the standpoint of what the inten- 
tion of Congress was. It is quite true that at the time Congress passed 
this law there were certain commodities that had not been dreamed of 
at least had not become objects of commerce. 

These are some of the things that the courts have dealt with, frozen 
fruits and vegetables, and powdered milk and egg products, and so 
on, so I do not think anybody can really determine what the intent 
of Congress was at the time this act was passed in 1935 with respect 
to such commodities. 

Mr. Fiynt. Thank you, Mr. Triggs. 

That is all, Mr. Chairman. 

Mr. Rogers. Mr. Harris? 

The Cuatrman. You do believe in the common-carrier system; do 
you not ? 

Mr. Tricas. Yes, sir. 

The Cuatrrman. You do think that without the common-carriers 
system the farmers and a lot of other people would be in a very bad 
situation ? 
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Mr. Trices. We rely upon the common-carrier industry more than 
we do on exempt carriers. We ship a larger total proportion of farm 
products in this way, so obviously, we are very much concerned with 
the situation of the common carrier and particular the situation that 
the railroads find themselves in at the present time. 

The CuatrmMan. I know, but if it were not for the common-carrier 
system, what would happen to the needs of the farmer with reference 
to their own livelihood ? 

Mr. Trices. I do not see how the country, including agriculture, 
could get along at all without the railroads. 

ane CuHairRMAN. They just cannot get along without them; can 
they ¢ 

Mr. Triees. That is right. We could get along with an unregulated 
trucking business. It might not be as desirable, but it could be unreg- 
ulated. 

The Cuarrman. And you think that the people in many sections of 
the country could be served adequately without the regulated common- 
carrier service ¢ 

Mr. Triaas. No, sir. 

The Cuatrman. How do you think that they could get along with- 
out regulated motor carriers ? 

Mr. Triacs. You are opening up the basic question as to whether 
not we should have a Motor Castine Act. At the time the Motor 


Carrier Act was approved we opposed certain aspects of it, but we 
do not have any policy at the present time to recommend that the 
Motor Carrier Act be terminated. 

The Cuarrman. You say that you think the exemption provision 


of the Interstate Commerce Act on agricultural products should be 
left just like it is? 

Mr. Trices. We think that this is a practical step to take at this 
time ; yes, sir. 

The CuatrmMan. Do you know just where it is? 

Mr. Triaes. I think so. 

The CuatrMan. Well, tell us. We have other people that seem not 
to know and I am not sure in my own mind that I know. 

Mr. Triaes. The best way to tell you, if I understand your ques- 
tions, Mr. Harris, is to display this document that you already men- 
tioned, ruling No. 107 of the Interstate Commerce Commission, Bureau 
of Motor Carriers. 

The CuarrMan. Just stop right there. 

In view of the past Supreme Court decisions can you make a deter- 
mination as to whether or not the ruling of the Bureau is going to 
stand up ¢ 

Mr. Trices. No, sir; I do not think anybody could make that. 

The Cuarrman. Then, how do you know where you are? 

Mr. Triacs. All we know is where we are as of this minute. 

The Cuarrman. That is what I am talking about. 

Mr. Trices. A week from now or 2 weeks from now, there might 
be some court decisions that would necessitate the Commission’s re- 
vision of this document. 

The Cuarrman. You know how the courts have been with reference 
tothe interpretation of this provision now ? 

Mr. Trices. Yes, sir. 
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The Caarrman. Beginning with the East Texas case. 

Mr. Triees. Frozen Food Express case. 

The Cuarrman. Is that the East Texas case 

Mr. Trices. Yes; I believe it is the same case. 

The Cuarmman. The East Texas Motor Freight Lines, and that was 
a very close decision, 5 5 to 4. I think they have had some changes on 
the Supreme Court since then; have they not? 

Mr. Triees. That is correct. 

The Cuarrman. And you say that transportation industry knows 
where it is now with respect to this exempt provision ? 

Mr. Trieas. Only as of this day, April 24. 

The Cuamman. Do you not think that as a matter of policy then, 
there should be some determination as to what should be exempt and 
what should not be exempt ? 

Mr. Triees. I agree with you. 

The Cuatrman. Do you have any recommendations to make as to 
where the line should be? 

Mr. Triccs. We would suggest—we did in general terms in our testi- 
mony but not specifically—that the Congress enact legislation to es- 
tablish the exempt categories as listed in this document and the non- 
exempt categories as listed in this document. 

The Cuarrman. In other words, then, you have gone over this and 
carefully analyzed it, and it is the position of the Farm Bureau that 
this should be approved as to where it is and just cut off right there! 

Mr. Triees. That is our position ; yes, sir. 

The Cuairman, This is not for the purpose of any embarrassment. 
I want you to know that. 

In reply to several questions that Mr. Flynt asked you, I believe you 
said that that had not been taken up by your board and, therefore, you 
had no policy on it and you were not in a position to express what your 
policy would be. 

Mr. Trices. Yes, sir. 

The Cuarrman. Did your board take this up and approve it or dis- 
approve it ? 

Mr. Trices. No; our board has not considered this. The only au- 
thority I have is the authority of the executive officers to say that such 
action would be reasonably consistent with the policy adopted at our 
annual meeting in this respect. 

The CuairMan. However, it has not been taken up and approved 
or disapproved as a policy matter ? 

Mr. Triccs. That is correct, except that certain aspects of it have 
been. In the last year at various times we have had recommendations 
to our board of directors from the peanut industry, from the tobacco 
industry, and from the poultry industry. 

The CHarrman. Just stop with the peanut industry. 

In carrying out your policy where should the line be drawn as to 
when a peanut becomes a manufactured product which should not 
be under the exempt provision ? 

Mr. Triaes. I know how I ought to answer your question but I do 
not think I am going to get good words. I doubt that you can adopt 
one completely satisfactory uniform theory. I think that there 
are certain instances here in this document. 
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This is the result of 20 years of litigation and interpretation. I 
think it is sound to accept the result of 20 years of litigation and 
interpretation rather than to go over this list of, what is it, a thousand 
items and look at each one and try to apply some theory to it, because 
this is an operation that would take us or the committee weeks to do, 
especially if you were to hear from each of the people interested in 
a particular commodity. 

The Cuarrman. You say for a period of 20 years. Is it not a fact 
that there was not a great deal of concern expressed with this pro- 
vision until the decision in the East Texas Motor Freight Lines? 

Mr. Trices. This was a very controversial subject all during this 
20 years. 

The Cuatrman. I know, but wasn’t it fairly well understood where 
the line was until that decision ? 

Mr. Triees. Up to the time of the Commission’s determination in— 
1 have forgotten the number of the case—which they determined what 
were agricultural products and what were not, there was a tremendous 
amount of confusion. 

The Commission itself says there was this confusion and that is 
why they held the hearing. As a result of the hearing the question 
was greatly clarified, but this classification lasted only temporarily 
because there were a number of people that thought the Commission 
had been too restrictive in its determination and a series of court 
decisions ensued in which the courts uniformly held that the Com- 
mission’s original interpretation had been too restrictive. 

The CratrmMan. With respect to all these little local service inde- 
pendent truckers, that you have expressed such great concern for, 


and I, too, have great sympathy for a man who is trying to make a 
living performing a service that perhaps the public would be de- 
prived of if it were not for him, here is a wire that came to me from 
the State of Washington. It is signed by the Quicks Transportation 
Brokers. 


We are transportation brokers serving motor carriers of exempt agriculture 
commodities. In connection with H. R. 5823 may we point to the disruption 
of rapid transportation that will result if 480,000 trucks now hauling fresh 
fruits and vegetables— 


just in fresh fruit and vegetables— 
from packinghouse to market are legislated off the road by placing these com- 
modities under the control of the Interstate Commerce Commission? 

Does that sound like little business to you ? 

Mr. Trices. You mean the 480,000 trucks? 

The CHatrmMan. Yes. 

Mr. Tricas. There are some pretty substantial size businesses in 
this exempt haulage. There are a great many more in number that 
are very small. 

The CuatrMan (reading) : 

Certified carriers do not have the equipment of the know-how to handle mil- 
lions of tons of fresh fruits and vegetables— 
that is what this committee would be interested in knowing— 
nor do they have the desire— 
that is information that is interesting too— 


to handle them except at those times when high-priced freight is not available. 
If the haulers of exempt commodities— 
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hold on to this little bit of information— 
are legislated out of business approximately 900,000 men will lose their jobs. 


More eer are employed in the exempt carrier business than are 
employed in the entire railroad industry. Much less than those that 


are in the common carrier motor business and this is just fresh fruits 
and vegetables. I am just wondering if the Quicks Transportation 
Brokers are not a little quick in exaggerating. 

Mr. Trices. Of course, I do not know them. I donot know whether 
their figures are correct or not because I have no idea what the figures 


are. 
The Cuarrman. They say— 
and 480,000 trucks will be thrown on a market that is already oversaturated. 


Can you imagine that? In just this one business, there are nearly a 
half-million trucks. They are interested in the automobile and truck- 
ing business, too; I mean the sale and manufacture. The telegram 
continues : 

Confusion and terrific loss will result to workers, truckers, and fresh fruit 
and vegetable farmers. Vegetable growers are staggering under losses from 
frosts and floods and fruit farmers are suffering from low prices. We plead 
that you give these industries consideration at the same time you are trying to 
smooth the way for our competitors. The Quick Transportation Brokers. 

Mr. Fuynt. Mr. Chairman, will you yield at this point? 

The Cuarrman. If you have any comment on this interesting tele- 
gram, I would be glad to have it. 

Mr. Fiynt. That is exactly what I was going to do. 

The Cuarman. All right. 

Mr. Fiynt. After listening to that read into the record in this case, 
I would just like to make the observation that even though it was not 
the intention of the authors of that telegram, it is the best evidence 
we have heard so far for the passage of this bill as written. 

The Cuarrman. I think it does present a very serious situation and 
I think it does point up how easy it is for us in our enthusiasm for 
specialized treatment, perhaps, to exaggerate as to what the present 
situation is. 

It is pretty hard to straighten out some of these things that the 
Supreme Court seems to impose on the American people. I know 
that certain of these things are important to the communities. I can- 
not agree with you that there would be adequate service in a lot of 
small communities in this country if we did not have a common carrier 
motor vehicle system, because the common carriers are required to 
serve those communities. 

This is just as important to the farmers as it is to anybody else, 
and I think if we are going to keep up the transportation system that 
we have built in this country for the benefit of all the people, we have 
to start giving more attention to the common carrier system. 

We are going to have to do that or we are not going to have a 
common carrier system. That is all there is to it. Certainly, I am 
not one of those who thinks that private carriers should not have a 
chance to operate where their business requires it and it is desired. 

Certainly, I see a grave problem for a farmer who is isolated, as 
some of them are, and has no market whatsoever for his product if he 
does not have somebody to take it out. 
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As you say so well, you are not going to have a railroad going up 
to the back shed of every farmer in the country; and neither do you 
have these trucks that go through there, I might say, except the 
exempt trucks, 

I never did work in a poultry processing house, but I have worked 
in a lot of peach sheds and peach orchards. I know something about 
that operation, too. You know, it was the cantaloup crop of this 
Arkansas boy that ruined a good farmer because that is precisely 
what happened, and I saw in my area in the trucking business where 
it took everything that the truck crop brought on the market to pay 
for the freight bill from the shed to the market. I do know some- 
thing about those problems, and that is the reason we ought to have 
the benefit of really true information and not so much of this special- 
ized treatment that this group or that group would like to have. If 
the common carrier system breaks down one of these days then you 
will see something. 

You talk about chaos. Then, we are really going to have chaos. 

Mr. Tries. I hope you do not mean that I Smad any exaggerated 
information to the committee. We have laid out what seems to us to 
be the essential reasons why the exemption is comparatively necessary 
to the marketing of farm products. This does not mean that we are 
not interested in the welfare of the common carrier. 

The Cuarrman. That is true. I gathered the impression, Mr. 
Triggs, and I cannot help but get it, that you would like to see the 
exemption expanded, regardless of where the product is in the proc- 
essing stage, so long as it might help the farmer a little bit. 

Mr. Trices. Then I have not made myself clear, Mr. Harris. 


The Cuarrman. You nee have not, then, because that is the 


impression I get. You go back and read your statement. 

Mr. Trices. Our statement says, quite clearly, I think, that we do 
not ask for any expansion of the exemption. 

The CHatrman. That is just the point. Who knows what the 
exemption is now ? 

Mr. Trices. We favor legislation to stop the further expansion of 
the exemption. That is the tenor of our testimony. 

The Cuarrman. In the questioning, you did hold up this ruling No. 
107 and say, “This is what we believe in,” but in your statement you 
said just where the courts have left off. That is the reason we are 
here, because I do not know and you do not know where the courts 
have left it. 

Mr. Triaas. We know where the courts have left it as of April 
24. 

The CuatrmMan. Yes, but we are not going to be on April 24 all the 
time. In just a few hours we are going to be on April 25. 

Mr. Triaes. I grant this, and this is why we have agreed that there 
is need not to leave the present exact language of the statute in effect, 
but to enact legislation to stop the further expansion of the exemp- 
tion. 

The CuHarrman. All right. You were in Government service at 
one time for a good many years ? 

Mr. Triaes. Yes, sir. 

The CHarrman. You were down at the Department of Agricul- 
ture, and you know something about the problems of agriculture. 
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You have had years and years of experience in it. The Department 
came down here and said the same thing: People are terribly dis- 
turbed all over the country because they are going to have some- 
thing terribly wrong done to them. 

In my opinion, a substantial part of that feeling emanates from 
some trucker or trucking business who wants to continue to oper- 
ate in competition with the common carriers, doing precisely the 
same thing without regulations, but a lot of them are disturbed that 
they are going to be put out of business. 

The Agriculture Department comes out here and preaches the 
same story. I will tell you what you do, if you will. Knowing how 
close you are to them down there, because of all these years that 
you have been representing agriculture and having worked in the 
Department, itself, why don’t you try to discuss this matter with 
the Agriculture Department and then come back up here and try to 
help us work out a program? If there are some instances where a 
rollback is required, all right. Give us some help as to how we can 
work this thing out other than a general statement as you have given 
us here. 

Mr. Trices. Of course, we have discussed this question many times 
with people in the Department of Agriculture, with people in other 
organizations and allied groups. We have a choice, it seems to us, 
and it isa very difficult choice. 

You either try to draw the line in terms of principle, and I guess 
thousands of attempts have been made to draw it in terms of prin- 
ciple, but it is impossible to avoid using words and getting phrases 
and ideas that are going to be subject to differences of opinion as 
to what they really mean and, therefore, we came to the conclusion 
that the best answer was, perhaps, the empirical answer of just tak- 
ing the situation as it now stands, as set forth in this document and 
say, “Let’s draw the line right where it is.” 

The Cuatrman. The Department of Agriculture went over that? 

Mr. Trices. I probably should not say that the Department of 
Agriculture 

The Cuatrman. You said: 


We talked it over many times and came to this conclusion. 


Mr. Trices. The farm organization people that we have talked 
with, and I am starting to put words in other people’s mouths, per- 
haps, and I do not mean to do this, but let us say that we have 
consulted. 

The Cuatrman. We have tried to get you farm organizations to- 
gether on this problem for the last 2 or 3 years. You have your meet- 
ings. I think probably you attended that meeting in Omaha. You 
have had your meetings and you have had group meetings from time 
to time in trying to arrive at a conclusion, and last fall you came 
pretty near meeting it, did you not? You got close together, 
anyway. 

Mr. Trices. If I may say so, Mr. Harris, you are going to hear from 
some other farm-organizavion people, and they can speak for them- 
selves. I think you are going to find that agriculture is completely 
in agreement as to the general policy, and those who have partici- 
pated in some recent. discussions will be in agreement with the spe- 
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cific policy that I have suggested. I do not think there is any dis- 
agreement in agricultural circles, outside of very minor differences. 

The Cuamman. We would be ver y interested to have these ideas 
explored so we can get down to something specific. I know something 
about the attempt that was made in the last year or 2, and I know 
that there was a time when it looked like there was going to be a 
general agreement of how this matter could be worked out. I am 
sorry that it did not go all the way, because it certainly would have 
helped us a lot. 

Mr. Triccs. You mean an agreement between the railroads? 

The Cu AIRMAN. Between the common carriers, motor carriers, rail- 
roads, farmers’ groups. 

Mr. Triccs. We have not noticed any tendency of the railroads to 
depart from their complete opposition over here on the other side. 
They have not come to us and asked us for a compromise position, 
and we do not feel it is our responsibility to develop the compromise. 

The CuatrmMan. Were there not some people in the common-carrier 
trucking business that did? 

Mr. Trices. In the common-carrier trucking business? We are 
aware of the position that the ATA has taken. We have considered 
it. We think that they have considered it carefully. We have adopted 
a position that is a little different than the position that they adopted. 

The Cuarrman. I hope you will pardon me for asking these perti- 
nent questions and some pointed questions, but I am trying to de- 
velop this thing and get information to settle a problem that is very 
serious. 

Mr. Trices. I apprec ‘late your asking me, Mr. Harris. 

Mr. Rocers. Mr. Triggs, what is your reason for stating in your 
earlier testimony that the railroads smile when they talk to you about 
extending this exemption to them ? 

Mr. Trices. I think they were kind of pulling our leg; that we 
talked so much about the importance of the exemption that they re- 
acted by asking us wouldn’t we be interested in the exemption for rail- 
roads, too. ‘They do not ask it as a serious question. That is what I 
mean. 

Mr. Rocrers. What is your position on it? 

Mr. Trices. We do not have any, sir. This is a hypothetical issue 
at the moment because the Association of American Railroads has 
adopted no such position. 

Mr. Rocers. I understand that, but I am not talking about the 
position of the American Association of Railroads. I am talking 
about the position of the Farm Bureau. What would be your position 
on legislation of that kind that would extend this exemption to the 
railroads the same as the truckers have ? 

Mr. Trices. I am afraid I have to answer that by just stating, Mr. 
Rogers, that we do not have a position. If this committee thought 
we should get a determination from our board of directors on this 
question, we would seek to do so, but I have no authority to decide 
what our policy will be. 

Mr. Rogers. You mean that you have not even discussed it? 

Mr. Triaes. No. This question has never been discussed. 

Mr. Rogers. Do you not think the farmers would run a good chance 
of benefiting by such action on the part of Congress ? 
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Mr. Tries. I am not sure that they would agree. The major impact 
of the agricultural exemption has been reduced rates. I think there 
are people in agriculture who feel that the major impact of the 
exemption if applied to railroads would be higher rates. 

Mr. Rogers. How do you account for that ? 

Mr. Trices. Because the railroads constantly appear before the 
Interstate Commerce Commission requesting higher rates on farm 
products and the Commission prevents them from obtaining in most 
cases their full objective. 

Mr. Rocers. I understand that and I think you heard a lot of testi- 
mony, too, Mr. Triggs, that one of the big troubles is that these exempt 
truckers have been undercutting them on rates, and, as I understand it, 
that is exactly one reason that you oppose this legislation, because it 
would do away with the power of those exempt truckers to cut rates, 

If you left them with the power to cut rates and gave the railroads 
the same identical power to cut under them, how do you determine 
you would have higher rates ? 

Mr. Trices. Let me answer that this way: The railroads have more 
of a degree of freedom in cutting rates for farm products than is 
perhaps generally appreciated. I am sure the committee would appre- 
ciate it. Most requests of the Interstate Commerce Commission from 
the railroads for reduced agricultural rates are approved. 

Sometimes they are suspended for hearing, but most of them are 
approved wholly or partially, at least. Furthermore, they have had 
a number of rate increases in recent years. They did not have to 
increase everything up uniformly. 

If they wished to create selective rate reduction within the overall 
picture, they would have, but they did not. 

Mr. Rogers. I am not talking about what went on in the past. I am 
talking about what would go on in the future if you extended this 
exemption to the very people that you are talking about and gave them 
the right to cut under the rate. 

Why would you object to it? Apparently, you do. 

Mr. Trices. We do not have any policy, but I am just trying to 
explain some of the circumstances that we have to think about. There 
is still a substantial volume of noncompetitive railroad traffic in which 
the truck influence on rates is comparatively negligible; for example, 
many shipments from the west coast to the east coast areas. 

Mr. Rogers. That situation would not be changed, though, by 
extending the exemption to the railroads. 

Mr. Trices. It means there would be no bar at all to their increas- 
ing the rates, no bar in Interstate Commission authority, no bar in 
competition, to their increasing rates. 

Mr. Rogers. No, I am talking only about exempt products. 

Mr. Triges. All right. Fresh fruits and vegetables from California 
to New York is a movement of which the railroads handle probably 
better than 99 percent of the total. 

Mr. Rogers. Do you mean that the railroads, because the truckers 
could not handle it, would increase the rates, that it would give them 
the right to increase the rates on commodities that they are going to 
have to handle because of the system ? 

Mr. Triees. Correct, sir. This is one of the factors in the picture. 
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Mr. Rocers. I understand that, but then you heard the railroad 
people testify that they did not think that would work either. If 
what you say is true, it seems to me the railroads would be for it. 

Mr. Triaes. I think that there is another reason. I think you have 
to have a national pattern of rail rates. You have divisions of rates. 
You have people that are quoting rates to shippers or prospective 
shippers every day in the year. 

n other words, you have to have a national rate pattern. I do not 
believe that as a practical matter the railroads or shippers either— 
Iam talking as though we had a policy- 

Mr. Rogers. Why do you feel that there should be a pattern of rail 
rates and not a pattern of truck rates? 

Mr. Triaas. I think circumstances of the transportation need are 
fundamentally different. 

Mr. Rogers. I want you to enlarge on that. That is a Mother Hub- 
bard statement. 

Mr. Trias. They are different in some of the respects that I indi- 
cated in our statement. ‘There are trucks that go to individual farms 
and take a load of livestock directly to a livestock packer. 

Mr. Roeers. On that particular thing, do you know of any instances 
or have you had any complaints in your organization where those 
people who were in position to take that property to the market at 
the time charged higher prices than actually they might have been 
entitled to in good conscience simply because the fellow was in a tight 
spot and had to get his stuff to the market ? 

Mr. Triees. I do not know of any complaints of this character. 


I do not doubt that there have been shortages of trucking. I am sure 
there was during World War IT. 

Mr. Rogers. | am talking about now. 

Mr. Triccs. When for a short period in any circumstance trucking 
rates might go up because of a shortage of trucking, but, generally 
one the availability of trucking in this country is so large that 

e 


there is very little danger of this happening to any excessive and 
dangerous degree. 

We have never had any complaints in my recollection. 

Mr. Rogers. However, you feel that your organization would not be 
for extending this exemption to the railroads ? 

Mr. Trias. I have not said that, sir, although you have asked me 
the question several times and I have indicated some of the factors 
that we would have to consider. We do not have a policy. 

Mr. Rogers. I understand that, but I do not want the factors. I 
want an answer to the question because if your organization is in- 
terested in the welfare of the farmer, and I understand it is, it would 
seem to me that they would be interested in working out something 
where he would have an opportunity to get a lower shipping price 
and I cannot understand why you have not considered it. 

Mr. Trices. There are thousands of problems that are submitted to 
our board and to our resolutions committee—probably thousands is 
pretty strong—many of which we are unable to handle properly and 
adequately now because there are so many of them, just like there 
are so many problems submitted to the Congress, and this is one that 
has not come to us, has not been suggested by anybody, so we just do 
not havea policy on it. 
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Mr. Rogers. What you are saying is that you are satisfied with the 
way the matter is being handled right now ? 

Mr. Trieas. None of our State farm bureaus has recommended to 
us that we consider this policy, which so indicates, I guess. 

Mr. Rocers. You represent the national association! 

Mr. Trices. Yes. But we act on the basis of recommendations 
made by our State farm bureaus. 

Mr. Rogers. What you mean is that you have no complaints as to 
the manner in which the matter is being handled now. Therefore, you 
see no reason to go into any side issues that might be productive of 
something better. 

Mr. Triees. That is correct so far as the specific subject of ques- 
tioning at the moment is concerned. 

Mr. Rocers. Thank you, Mr. Triggs. 

The Caarrman. Could I ask this one question ? 

Mr. Rogers. Mr. Harris? 

The Cuarrman. Do you have any information, Mr. Triggs, on what 
the percentage of the total agricultural commodities moves by exempt 
varriers and what percentage moves by regulated carriers? 

Mr. Triees. No. I do not have that and I have looked for that 
information. It simply is not available. It is possible that the 
Interstate Commerce Commission and the Department of Agriculture 
together could make a fairly good estimate, but none has been made 
that I have been able to find. 

The CHarrman. You mentioned that there were some products, 
say, from the west coast to the east coast, where 99 percent of that 
particular product was being transported by common carrier. 

Mr. Trices. Yes, and : almost entirely by railroads. 

The Cuamrman. By railroads, yes. What product is that? 

Mr. Triges. Fresh fruits and vegetables. 

The Cuarrman. Fresh fruits and vegetables. What are these 
480,000 trucks that this man spoke of been doing then, and 900,000 
men ? 

Mr. Triacs. I could be wrong and maybe there is a heavier move- 
ment of fresh fruits and vegetables in trucks from California to New 
York City and Boston and Philadelphia than I know about, but it 
still is my general impression that this is primarily a roalroad move- 
ment. I could stand corrected on that. 

The CHamman. I would give you an opportunity to inquire into 
it and see if you are right if you would like to do that. 

Mr. Tries. I am sure there are people in this room who could 
correct me. 

The Cuamman. Thank you. 

Mr. Rocers. Thank you, Mr. Triggs. 

Let the Chair make tltis statement: I am going to stay here until 
around 6 o’clock to get as much of this testimony as possible this 
afternoon and we will be in session all day tomorrow, but if there 
are any of the witnesses who desire to file their statements, if they 
have to leave or feel that they would prefer to file their statements, 
the Chair will accept those and make them a part of the record. 

Let me say that that will be a continuing offer. You can accept it 
until we hammer the gavel down tomorrow afternoon. 

Mr. E. F. Steffen, National Council of Farmer Cooperatives. 
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The Cuarrman. Mr. Chairman, before Mr. Steffen presents his testi- 
mony, since Mr. Triggs mentioned the fact that his organization and 
other farm groups support this Ruling No. 107, of the Interstate 
Commerce Commission, Bureau of Motor Carriers, on the status of 
exempt products and since there had been a great deal of discussion 
about it, I wonder if this would not be a good place for it to be put 
in the record. if it has not already been included in the record. 

Mr. Rogers. I think it should, Mr. Harris, and without objection 
that Ruling No. 107 of the Interstate Commerce Commission, Bureau 
of Motor Carriers, concerning section 203 (b) (6), dated March 19, 
1958, will be included as part of the record at this point, and Mr. 


Steffen, you may proceed. 
(The document referred to is as follows :) 
Ruling No. 107. 
Section 203 (b) (6). 
March 19, 1958. 


INTERSTATE COMMERCE COMMISSION 


BUREAU OF MOTOR CARRIERS 


The following is an administrative ruling of the Bureau of Motor Carriers, 
for the purpose of making readily available holding of the Commission and 
the courts, and Bureau opinions, relating to the status of various commodities 
under the partial exemption of section 203 (b) (6) of the Interstate Commerce 
Act. The “Bureau opinions” in this ruling are tentative and provisional and 
are made either in the absence of authoritative Commission or court decisions 
or in applying the holdings and reasoning of court decisions which have reversed 
or altered past general and specific findings of the Commission. 


GENERAL 


This ruling relates to section 203 (b) (6) as it presently reads: “Nothing 
in this part, except the provisions of section 204 relative to qualifications and 
maximum hours of service of employees and safety of operation or standards 
of equipment shall be construed to include * * * (6) motor vehicles used in 
earrying property consisting of ordinary livestock, fish (including shell fish), 
or agricultural (including horticultural) commodities (not including manu- 
factured products thereof), if such motor vehicles are not used in carrying 
any other property, or passengers, for compensation; * * *.” Pending before 
the Congress are bills which if enacted into law would limit or revise the 
application of the exemption and render obsolete many of the interpretations 
herein. 

For each entry in the Commodity List there is shown either the number 
assigned to one of the Commission or court: decisions in the Case List, or the 
words “Bureau opinion,” the latter denoting an informal expression of the 
Bureau. In a few instances reference is made to a numbered note appended 
to the ruling. Certain of these explain the reason for Bureau opinions which 
differ from past Commission decisions. Others mention pending Commission 
proceedings which may affect the status of commodities making reference 
thereto. 

Though commodities are shown as either “Exempt” or “Not exempt,” it 
must be kept in mind that an “Exempt” commodity loses its exemption when- 
ever it is transported in a vehicle which at the same time is transporting for 
compensation commodities not within the exemption. 

The absence of a commodity from the list below should not be taken to mean 
that it is either within or not within the exemption. Only those commodities 
are listed as to which inquiries have been received in the past by the Bureau 
or which have been the subject of Commission or court proceedings. 

W. Y. BLANNING, Director. 
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Commopiry List 

Alfalfa. See Feeds. 

Animal fats (nt exempt), Bureau opinion. 

Animals. See Livestock. 

Bagged commodities: Placing exempt commodities in bags does not affect their 
exempt status, case 1. 

Bark. See Forest products. 

Barley. See Grains. 

Bees (exempt), case 1. 

Beeswax, crude, in cakes and slabs (exempt), Bureau opinion. 

Beet pulp. See Feeds. 

Beets, sugar (exempt), case 1. 

Berries. See Fruits. 

Bran. See Feeds. 

Broom corn, threshed and baled (exempt), Bureau opinion. 

Bulbs. See Horticultural commodities. 

Butter (not exempt), case 20. 

Buttermilk (exempt), case 20. 

Canned fruits and vegetables (not exempt), case 20. 

Carnauba wax as imported in slabs or chunks (not exempt), Bureau opinion, 

Castor beans (exempt), case 1. 

Cattle, live. See Livestock. 

Cattle, slaughtered (not exempt), case 20. 

Charcoal (not exempt), Bureau opinion. 

Cheese (not exempt), case 1. 

Cheese, cottage (not exempt), case 20. 

Cheese, cream (not exempt), case 20. 

Christmas trees, plain, sprayed, or coated (exempt), Bureau opinion. 

Citrus fruits. See Fruits. 

Coal (not exempt), Bureau opinion. 

Coca beans (exempt), case 1 (b), note 1. 

Coffee beans, green (exempt), case 1 (b), note 1. 

Coffee, roasted (not exempt), Bureau opinion. 

Coffee, instant (not exempt), Bureau opinion. 

Containers, crates, and boxes which have been used in the movement of exempt 
commodities and are being returned for reuse (exempt), case 8, 

Containers, new, for use in shipping exempt commodities (not exempt), case 8. 

Copra meal (not exempt), case 6. 

Corn. See Grain. 

Corn cobs (exempt), case 1. 

Corn cobs, ground (exempt), Bureau opinion, note 4. 

Corn fodder (exempt), case 1. 

Cottage cheese. See Cheese. 

Cotton, carded but not spun, woven, or knitted (exempt), Bureau opinion, note 5. 

Cotton, ginned or unginned (exempt), case 1. 

Cotton linters (exempt), case 20. 

Cotton waste, consisting of scraps of cotton fiber not spun, woven, or knitted 
(exempt), Bureau opinion, note 5. 

Cotton yarn (not exempt), Bureau opinion. 

Cottonseed, whole (exempt), case 1. 

Cottonseed cake (not exempt), Bureau opinion. 

Cottonseed, dehulled (exempt), Bureau opinion. 

Cottonseed hulls (exempt), case 20. 

Cottonseed meal (not exempt), case 20. 

Crates. See Containers. 

Cream. See Milk. 

Cream cheese. See Cheese. 

Dehydrated. See Commodity name: Fruits, vegetables, eggs, etc. 

Diatomaceous earth (not exempt), Bureau opinion. 

Dinners, frozen (not exempt), Bureau opinion. 

Dinners, seafood, frozen (not exempt), case 7, note 6. 

Dried. See Commodity name: Fruits, vegetables, eggs, etc. 
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Albumen, fresh, liquid (exempt), case 5. 

Dried (exempt), case 20. 

Frozen (exempt), case 20. 

In shell (exempt), case 1. 

Liquid, whole or separated (exempt), case 5. 

Oiled (exempt), case 1. 

Powder, dried (exempt), case 20. 

Shelled (exempt), case 5. 

Yolks, dried (exempt), case 20. 

Yolks, fresh, liquid (exempt), case 5. 

Fats, animal (not exempt), Bureau opinion. 
Feathers (exempt), case 20. 
Feeds : 

Alfalfa meal (not exempt), Bureau opinion. 

Alfalfa pellets (not exempt), Bureau opinion. 

Beet pulp (not exempt), case 6. 

Bran shorts (not exempt), case 6. 

Copra meal (not exempt), case 6. 

Corn gluten (not exempt), Bureau opinion. 

Cottonseed products. See Cottonseed. 

Distilled corn grain residues, with or without solubles added (not exempt), 
ease 6. 

Fish meal (not exempt), case 6. 

Hominy feed (not exempt), Bureau opinion. 

Middlings (not exempt), case 6. 

Oat hulls, ground (exempt), Bureau opinion, note 4. 

Pelletized ground refuse screenings (not exempt), case 6. 

Rice bran (exempt), Bureau opinion, compare case 12. 

Screenings, feed (exempt), case 6. 

Wheat bran (not exempt), Bureau opinion. 

Wheat shorts (not exempt), Bureau opinion. 

Fertilizer, commercial (not exempt), Bureau opinion. 
Fish (including shellfish) : 

General: Frozen, quick frozen, and unfrozen fish and shellfish in the vari- 
ous forms in which it is shipped, such as live fish, fish in the round, be- 
headed, and gutted fish, filletted fish, beheaded shrimp, and oysters, clams, 
crabs, and lobsters, with or without shells, including crab meat and lob- 
ster meat (exempt), case 11. 

Breaded, uncooked, frozen or unfrozen (exempt), administrative ruling 
No. 98, November 28, 1955. 

Cakes, codfish (not exempt), case 7, note 6. 

Clam juice or broth (not exempt), Bureau opinion. 

Cooked or partially cooked fish or shrimp, frozen or unfrozen (not exempt), 
administrative ruling No. 98, November 28, 1955. 

Croquettes, salmon, frozen (not exempt), case 7, note 6. 

Deviled crabs, clams, or lobsters, frozen (not exempt), case 7, note 6. 

Dinners, frozen (not exempt), case 7, note 6. 

Fried fish fillets, oysters, or scallops, frozen (not exempt), case 7, note 6. 

Frogs, live or dressed (exempt), Bureau opinion. 

Frozen. See General above, and individual listings. 

Hermetically sealed in containers as a treatment for preserving (not ex- 
empt), case 11. 

Hermetically sealed in containers for cleanliness only, preservation attained 
by refrigeration (exempt), Bureau opinion. 

Meal (not exempt), case 6. 

Offal (inedible portions of fish not further processed) (exempt), Bureau 
opinion. 

Oil from fishes (not exempt), Bureau opinion. 

Preserved, or treated for preserving, such as smoked, salted, pickled, spiced, 
corned, or kippered (not exempt), case 11. 

Shells, oyster, moving to market for use in button making (not exempt), 
case 16. 

Stew, consisting of raw oysters or clams, milk, and seasoning, frozen but 
uncooked (exempt), Bureau opinion. 

Sticks, frozen (not exempt), case 7, note 6. 

Turtles, sea or fresh water (exempt), Bureau opinion. 

Whale meat, fresh (exempt), Bureau opinion. 
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Flagstone (not exempt), Bureau opinion. 
Flax fiber (exempt), case 1. 
Flaxseed, whole (exempt), case 1. 
Flaxseed, meal (not exempt), Bureau opinion. 
Flour (not exempt), Bureau opinion. 
Flowers and flower plants. See Horticultural commodities. 
Fodder, corn and sorghum (exempt), case 1. 
Forage. See Hay. 
Forest products: 
Bark (exempt), case 1. 
Bark, boiled to clean and soften (exempt), Bureau opinion. 
Blankets of pine and spruce boughs (exempt), Bureau opinion. 
Greenery (exempt), case 1. 
Holly sprigs and cuttings (exempts), Bureau opinion. 
Leaves (exempt), case 1. 
Leaves, sisal, husks and moisture removed (exempt), Bureau opinion. 
Mistletoe (exempt), Bureau opinion. 
Myrobalons, as imported in natural state (exempt), Bureau opinion. 
Palmyra stalk fibers (fronds from palm leaves), (exempt), Bureau opinion, 
Peat moss, dried, shredded, baled (exempt), case 22. 
Resin, crude (exempt), case 1. 
Resin, products, such as turpentine (not exempt), Administrative Ruling 
No. 62, August 3, 1937. 
Roots, natural or dried (exempt), Bureau opinion. 
Sap, maple (exempt), case 1. 
Spanish moss (exempt), case 1. 
Sphagnum moss (exempt), Bureau opinion. 
Spices. See separate listing: Spices. 
Trees. See separate listing : Trees. 
Valonia, as imported in natural state (exempt), Bureau opinion. 
Wreaths of holly or other natural material with small amount of foundation 
or decorative material (exempt), Bureau op:nion. 
Frogs. See Fish. 
Frozen. See commodity name: Fruits, vegetables, fish, poultry, etc. 
Fruits and berries: 
Bagged (exempt), case 1. 
Canned (not exempt), case 20. 
Citrus fruit sections, fresh, cold-packed, semifrozen, or frozen (exempt), 
Bureau opinion, note 2. 
Color added (exempt), case 1. 
Dates, pitted, dried (exempt), Bureau opinion. 
Dehydrated (exempt), Bureau opinion, note 3. 
Dried, naturally or artificially (exempt), cases 1 and 20. 
Figs, dried, halved or quartered (exempt), Bureau opinion. 
Frozen, fresh (exempt), case 20. 
Fumigated (exempt), case 1. 
Graded (exempt), case 1. 
Hulls of oranges after juice extractions (not exempt), Bureau opinion. 
In brine, to retain freshness (exempt), Bureau opinion. 
Juice, orange or other citrous (not exempt), case 17. 
Juice, fruit, plain or concentrated (not exempt), Bureau opinion. 
Kernels (exempt), Bureau opinion. 
Oiled apples (exempt), case 1. 
Peaches, peeled, pitted, and put in cold storage in unsealed containers 
(exempt), case 20. 
Quick frozen, fresh (exempt), case 21. 
Pies, frozen (not exempt), case 14. 
Preserved, such as jam (not exempt), Bureau opinion. 
Purees, strawberry and other, frozen (not exempt), case 7, note 6. 
Raisins, seeded or unseeded (exempt), Bureau opinion. 
Sliced, fresh or frozen (exempt), Bureau opinion, note 2. 
Strawberries, in sirup and unsealed containers in cold storage (exempt), 
case 20. 
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Grains: 
Artificially dried (exempt), case 1. 
Barley, rolled (exempt), case 20. 
Barley, whole (exempt), case 1. 
Corn, cracked (exempt), Bureau opinion. 
Corn, shelled (exempt), case 1. 
Corn, whole (exempt), case 1. 
Feeds. See separate listing : Feeds. 
Hulls. See Feeds. 
Milo maize (exempt), Bureau opinion. 
Oats, whole (exempt), case 1. 
Oil extracted from grain (not exempt), Bureau opinion. 
Popcorn, popped (not exempt), Bureau opinion. 
Popcorn, unpopped, shelled, in sealed or unsealed containers (exempt), 
Bureau opinion. 
Rice bran (exempt), Bureau opinion, compare case 12. 
Rice: 
Brewers (exempt), Bureau opinion. 
Clean (exempt), cases 12 and 20. 
Polish (exempt), case 20. 
Precooked (not exempt), Bureau opinion. 
Whole (exempt), case 1. 
Rye, whole (exempt), case 1. 
Sorghum grains, whole (exempt), case 1. 
Wheat germ (not exempt), Bureau opinion. 
Wheat, whole (exempt), case 1. 
Grass sod (exempt), Bureau opinion. 
Gravel (not exempt), Bureau opinion. 
Greenery. See Forest products. 
Grinding. See Note 4. 
Hair, alpaca, camel, or goat, clipped from animal (exempt), Bureau opinion. 
Hair, hog or other animal, product of slaughter of animal (not exempt), Bureau 
opinion. 
Hay and forage, dried naturally or artificially (exempt), case 1. 
Hay, chopped (exempt), case 20. 
Hay, dehydrated (exempt), case 1. 
Hay, salt (from salt marshes) (exempt), Bureau opinion. 
Hay, sweetened with 3 percent molasses by weight (not exempt), Bureau opinion. 
Hemp fiber (exempt), case 1. 
Herbs. See Spices. 
Hides, green and salted (not exempt), cases 1 and 23. 
Honey, in the comb or strained (exempt), case 1. 
Honey, heat treated to retard granulation (exempt), Bureau opinion. 
Hops (exempt), case 1. 
Horticultural commodities : 
Bulbs (exempt), Bureau opinion. 
Flowers, growing or cut (exempt), Bureau opinion. 
Leaves, natural or dried (exempt), Bureau opinion. 
Nursery stock (exempt), Bureau opinion. 
Plants, vegetable and flower (exempt), Bureau opinion. 
Roots, rhubarb, asparagus, mint, etc. (exempt) Bureau opinion. 
Trees, growing, balled in earth (exempt), Bureau opinion. 
Wreaths, holly or other natural material, with small amount of foundation 
or decorative material (exempt), Bureau opinion. 
Humus, of a nature similar to peat moss (exempt), Bureau opinion. 
Ice for cooling subsequent shipments of exempt commodities (exempt), Adminis- 
trative Ruling No. 63, August 3, 19387. 
Imported commodities : Have same status as domestic, cases 1 (b) and 22. 
Insecticides (not exempt), Bureau opinion. 
Juices. See Fruits. 
Jute fiber, in bales (exempt), Bureau opinion. 
Kelp, dried, ground (exempt), Bureau opinion, note 4. 
Latex. See Rubber. 
Leaves. Sec Forest products, horticultural commodities, and spices. 
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Livestock : 

Exhibit animals, such as those of 4-H Club members, which though showed 

for a few days, are chiefly valuable for slaughter (exempt), Bureau 
opinion. 

Medical use animals, such as ordinary healthy swine for serum manufac- 
ture (exempt), Bureau opinion. 

Monkeys (not exempt), Bureau opinion. 

Ordinary, that is, all cattle, swine, sheep, goats, horses, and mules, except 
such as are chiefly valuable for breeding, racing, show purposes, and other 
special uses (exempt), case 1. 

Race horses (not exempt), case 1. 

Registered or purebred cattle for ordinary farm or ranch uses, not chiefly 
valuable for breeding, race, show, or other special purposes (exempt), 
Bureau opinion. 

Show horses (not exempt), case 1. 

Zoo animals (not exempt), Bureau opinion. 

Limestone, agricultural (not exempt), Bureau opinion. 
Linseed meal. See Meal. 

Lumber, rough sawed or planed (not exempt), cases 1 and 9. 
Manure, in natural state (exempt), case 1. 

Manure, dried or dehydrated, bagged (exempt), Bureau opinion. 
Maple sap( exempt), case 1. 

Maple sirup (not exempt), Bureau opinion. 

Meal, alfalfa (not exempt), Bureau opinion. 

Meal, copra (not exempt), case 6. 

Meal, cottonseed (not exempt), case 20. 

Meal, fish (not exempt), case 6. 

Meal: 

Flaxseed (not exempt), Bureau opinion. 

Linseed (not exempt), Bureau opinion. 

Peanut (not exempt), Bureau opinion. 

Soybean (not exempt), Bureau opinion. 

Meat and meat products, fresh, frozen, or canned (not exempt), cases 1 and 20. 
Milk and cream : 

Buttermilk (exempt), case 20. 

Chocolate (not exempt), case 1. 

Condensed (not exempt), case 20. 

Frozen (exempt), case 20. 

Homogenized (exempt), case 1. 

Pasteurized, (exempt), cases 1 and 20. 

Powdered (exempt), case 20. 

Raw (exempt), case 1. 

Skim (exempt), cases 1 and 20. 

Skim, with two-thirds of water removed, in bulk or unsealed containers 

(exempt), Bureau opinion. 

Standardized (exempt), case 1. 

Sterilized in hermetically sealed cans (not exempt), Bureau opinion. 

Vitamin A (exempt), cases 1 and 20. 

Milo. See Grains. 

Mohair, raw, cleaned, or scoured (exempt), case 1 (a). 
Molasses (not exempt), Bureau opinion. 

Moss. See Forest products. 

Mushrooms, fresh (exempt), case 4. 

Nursery stock. See Horticultural commodities. 

Nuts (including peanuts) : 

Peanut meal (not exempt), Bureau opinion. 

Peanut shells, ground (exempt), case 20, note 4. 

Polished (exempt), Bureau opinion. 

Raw, shelled or unshelled (exempt), cases 1, 3, and 18. 

Roasted or boiled (not exempt), Bureau opinion. 

Shelled, raw (exempt), cases 3 and 18. 

Shells (exempt), Bureau opinion. 

Shells, ground peanut (exempt), case 20, note 4. 

Unshelled, raw (exempt), case 1. 

Oats. See Grains. 
Oil, mint (not exempt), case 1. 
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Oil, extracted from vegetables, grain, seed, fish, or other commodity (not exempt), 
Bureau opinion. 


Packaged commodities (packaging exempt commodities does not affect their 
exempt status), case 1. 

Peanuts. See Nuts. 

Peat moss. See Forest products. 

Pelletized feeds. See Feeds. 

Pelts (not exempt), case 1. 

Pies, frozen (not exempt), case 14. 

Pigeons, racing (not exempt), case 13. 

Plants, vegetables or flower. See Horticultural commodities. 

Poles. See Trees. 

Popeorn. See Grains. 

Poultry: 

Dressed, fresh or frozen (exempt), case 19. 

Feathers (exempt), case 20. 

Frozen (exempt), case 19. 

Live (exempt), case 1. 

Picked (exempt), case 20. 

Stuffed and frozen (exempt), Bureau of opinion. 
Pulp, beet (not exempt), case 6. 

Pulp, sugarcane (not exempt), Bureau opinion. 
Purees. See Fruits. 
Rabbits, dressed (exempt), Bureau opinion. 
Raisins. See Fruits. 
Ramie fiber (exempt), case 1. 
Resin. See Forest products. 
Rice. See Grains. 
Rock (not exempt), Bureau opinion. 
Roots. See Forest products, Horticultural commodities. 
Rubber : 
Crude, in bales ( not exempt), Bureau opinion. 
Latex, natural, liquid, from which water has been extracted and to which 
ammonia has been added (not exempt), case 15. 
Rye. See Grains. 
Sand (not exempt), Bureau opinion. 
Sap. See Forest products. 
Sawdust, from lumber mills (not exempt), Bureau opinion. 
Seeds : 
Yotton. See Cottonseed. 

Deawned (exempt), case 20. 

Flax. See Flaxseed. 

Inoculated (exempt), case 1. 

Meal made from seeds. See Meal. 

Natural (exempt), case 1. 

Oil extracted from seeds (not exempt), case 1. 

Packets or boxes of seeds in display racks (exempt), Bureau opinion. 

Searified (exempt), case 20. 

Screened or sized (exempt), case 2. 

Spice. See Spices. 

Sprayed for disease control (exempt), case 2. 
Seaweed, dried, ground (exempt), Bureau opinion, note 4. 
Shells : 

Nut. See Nuts. 

Oyster. See Fish. 

Shingle bolts. See Trees. 
Skins, animal (not exempt), cases 1 and 23. 
Sliced. See commodity name: Fruits, Vegetables, etc. 
Soil: 
Potting, (not exempt), Bureau opinion. 
Top (not exempt), Bureau opinion. 
Sorghum fodder (exempt), case 1. 
Sorghum grains (exempt), case 1. 
Soup, frozen (not exempt), Bureau opinion. 
Spices and herbs, unground, whether seeds, berries, leaves, barks, or roots (ex- 
empt), Bureau opinion. 
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Spices et herbs, ground but not further processed (exempt), Bureau opinion, 
note 4. 
Stover (exempt), case 1. 
Straw (exempt), case 1. 
Sugar (not exempt), case 1. 
Sugar beets (exempt), case 1. 
Sugarcane (exempt), case 1. 
Sugarcane pulp (not exempt), Bureau opinion. 
Sugar, raw (not exempt), Bureau opinion. 
Sirup: 
Cane (not exempt), case 1. 
Maple (not exempt), Bureau opinion. 
Tea (exempt), case 1 (b), note 1. 
Telephone poles. See Trees. 
Textile waste. See Cotton waste. 
Tobacco: 
Chopped leaf (exempt), Bureau opinion. 
Cigars and cigarettes (not exempt), Bureau opinion. 
Homogenized (not exempt), Bureau opinion. 
Leaf (exempt), case 1. 
Redried leaf (exempt), case 1 (a). 
Smoking (not exempt), Bureau opinion. 
Stemmed leaf (exempt), Bureau opinion. 
Stems (exempt), Bureau opinion. 
Top soil (not exempt), Bureau opinion. 
Trees: 
Bolts for making shingles (exempt), Bureau opinion. 
Brush, mesquite, twigs and debris burned off (exempt), Bureau opinion. 
Christmas, plain, sprayed, or coated (exempt), Bureau opinion. 
Cut to length, peeled, or split (exempt), case 1. 
Growing. See Horticultural commodities. 
Sawed into lumber (not exempt), case 1. 
Shingle bolts (exempt), Bureau opinion. 
Telephone poles, not creosoted (exempt), Bureau opinion. 
Turtles. See Fish. 
Vegetables: 
Bagged (exempt), case 1. 


Beans, dried artificially and packed in small container (exempt), case 20. 


Candied sweetpotatoes, frozen (not exempt), case 7, note 6. 
Canned (not exempt), case 20. 
Cooked (not exempt), Bureau opinion. 
Cucumbers, salt cured (exempt), case 1 (b), note 1. 
Cured (exempt), case 1. 
Cut up, fresh, in cellophane bags (exempt), case 20. 
Dried, naturally or artificially (exempt), cases 1 and 20. 
Dehydrated (exempt), Bureau opinion, note 3. 
French fried potatoes (not exempt), case 10. 
Frozen, fresh (exempt), case 21. 
Garlic powder (exempt), Bureau opinion, notes 3 and 4. 
Graded (exempt), case 1. 
Oil extracted from vegetables (not exempt), Bureau opinion. 
Onion powder (exempt), Bureau opinion, notes 3 and 4. 
Onion chips and flakes, dried (exempt), Bureau opinion, note 3. 
Peas, split (exempt), Bureau opinion. 
Peeled, uncooked (exempt), Bureau opinion. 
Powder, onion and garlic (exempt), Bureau opinion, notes 8 and 4. 
Quick frozen, fresh (exempt), case 21. 
Shelled (exempt), Bureau opinion. 
Soup, frozen (not exempt), Bureau opinion. 
Soybean meal (not exempt), Bureau opinion. 
Washed, fresh, in cellophane bags (exempt), case 20. 
Whale meat. Sce Fish. 
Wheat. See Grains. 
Wheat products. See Feeds, Flour. 
Wood chips for making wood pulp (not exempt), Bureau opinion. 
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Wool: 
Raw, cleaned, or scoured (exempt), case 1 (a). 
Grease, as obtained from cleaning or scouring process (exempt), Bureau 
opinion. 
Tops and noils (exempt), Bureau opinion, note 5. 
Waste, carded but not spun, woven, or knitted (exempt), Bureau opinion, 
note 5. 
Yarn (not exempt), Bureau opinion. 
Wreaths. See Forest products. 


CASE LISTS 
COMMISSION 


1. Determination of Exempted Agricultural Commodities (52 M. C. C. 511). 
1 (a). Determination of Exempted Agricultural Commodities (62 M. C. C. 87). 
1(b). Determination of Exempted Agricultural Commodities (MC—C-968, First 
Supplemental Report, decided February 11, 1958). 
. Blythe Common Carrier Application (66 M. C. C. 560). 
. Bonney Motor Eapress, Inc., Extension (69 M. C. C. 480). 
. Dougherty Common Carrier Application (31 M. C. 798). 
. Brickson Transport Corp., Extension—Madison, South Dakota, decided 
December 31, 1957 (MC-—113908 Sub. 21). 
. Herrett Trucking Co., Inc., Bxtension—Feeds (69 M. C. C. 487). 
. Hughes Eatension—Frozen Foods (71 M. C. C. 457). 
. Karst Extension—Containers (62 M. C. ©. 579). 
. Lewis Common Carrier Application (69 M. C. C. 608). 
. Midwest Coast Transport, Inc., Extension—Montana (MC-111812 Sub. 27, 
decided December 31, 1957). 
. Monark Egg Corp., Contract Carrier Application (52 M. C. C. 576). 
. Penn-Divie Lines, Inc., Extension—Rice (72 M. C. C. 797). 
. Prang Extension—H oming Pigeons (53 M. C. C. 223). 
. Refrigerated Transport Co., Inc., Extension, Frozen Foods (72 M. C. C. 459). 
. Shipley Transfer, Inc., Extension—Liquid Lateew (52 M. C. C. 806 (not 
printed) ). 
. Sprofera Common Carricr Application (66 M. C. ©. 123). 
. Watkins Motor Lines, Inc., Interpretation (64 M. C. C. 455). 


COURT 


. Consolidated Truck Service, Inc. v. U. S. and T. C. C. (144 F. Supp. 814). 

. Hast Texas Motor Freight Lines, Inc. v. Frozen Food Bapress (351 U.S. 49). 

. Frozen Food Express v. U. S. and I. C. C. (148 F. Supp. 399, affirmed without 
opinion 355 U. 8.6). 

. Home Transfer & Storage, v. U. 8S. and IT. C. C. (141 F. Supp. 599, affirmed 

without opinion, 352 U. S. 884). 
. Premier Peat Moss Corp. v. U. 8S. (147 F. Supp. 169). 
. Southwestern Trading Co. v. U.S. (208 F. 2d 708). 


NOTES 
NOTE 1 


The report in Determination of Exempted Agricultural Commodities (MC-C- 
98, First Supplemental Report, decided February 11, 1958) was served on 
February 14, 1958. Whether any petitions for reconsideration will be filed is 
not known at this time. 

NOTE 2 


In Penn-Dixvie (68 M. C. C. 29), division 1 of the Commission held fresh 
citrus-fruit sections not to be within the exemption. However, this decision 
was rendered prior to the affirmance by the United States Supreme Court of the 
Court decisions in J. C. C. vy. Home Transfer & Storage Co. (141 F. Supp. 599, 
352 U. S. 884) and in Frozen Food Express y. U. S. (148 F. Supp. 399, 355 
U. 8S. 6). In the former case peeled and sliced frozen peaches were held to 
be within the exemption, and in the latter case cut-up vegetables and peeled 
and pitted peaches were held to be within the exemption. 
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NOTE 3 


In the Determination case (52 M. C. C. 511), the Commission held that de 
hydrated vegetables do not come within the exemption. However, that posi- 
tion would seem no longer valid in view of the recent holding in Frozen Food 
Eapress v. U. 8. (148 F. Supp. 399) that dried egg powder, dried egg yolks, 
and powdered milk are within the exemption, which holding was affirmed by 
the United States Supreme Court in volume 355, United States Reports, page 6, 


NOTE 4 


It is rather clear from the Determination case (52 M. C. C. 511) that the 
Commission considered grinding to be manufacturing, though it did not specif- 
ically so hold. The Bureau until recently considered all ground commodities 
to be not exempt. In Herrett (69 M. C. C. 487 (January 29, 1957)) the Com. 
mission, Division 1, held ground oat hulls not within the exemption. This, 
however, was prior to the expiration of the date for appeal in Frozen Food 
Eepress v. U. 8. and I. C. C. (148 F. Supp. 399), in which the court held, among 
other things, that ground peanut shells, dried egg powder, and powdered milk 
are within the exemption. No appeal was taken as to ground peanut shells, 
and on appeal the United States Supreme Court affirmed the decision as to the 
two powdered commodities. The Court opinion does not describe the grinding 
and powdering processes there involved, but in an early Commission case, 
Harris and Callis (4 M. C. C. 169) it was said that ground peanut shells are 
produced by pulverization in a hammer mill. 

In view of the Court holdings, which now are final, the Bureau no longer 
considers that grinding alone removes @ commodity from the exemption. How- 
ever, manufacturing which follows or precedes grinding may have this effect, 
Thus the bolting which produces flour would make that commodity nonexempt, 
Also meals produced by grinding commodities from which the oil has been 
extracted are considered not within the exemption. Thus in the Frozen Food 
case, mentioned above, the Court held cottonseed meal not to be within the 
exemption. 

NOTE 5 


In view of the “substantial identity” test of the United States Supreme 
Court in Hast Texas Motor Freight Lines, Inc., v. Frozen Food Express (351 
U. S. 49), the Bureau takes the view that the exemption includes cotton or wool 
which has been combed or carded but not spun, woven, or knitted. Thus wool 
tops and noils are now considered within the exemption. Also considered 
within the exemption is waste which consists of scraps or discards of cotton 
or wool fibers resulting from the handling and processing in mills, but not waste 
made up of scraps of thread, yarn, or cloth. 


NOTE 6 


This holding was made in Hughes (71 M. C. C. 457), which proceeding later 
was reopened for further hearing. Pending final determination of the pro 
ceeding the holding cannot be considered an authoritative decision of the 
Commission. However, these same commodities were held not exempt in 
Bureau opinions rendered previous to the decision. Compare administrative 
ruling No. 98. 


STATEMENT OF EDWIN F. STEFFEN, NATIONAL COUNCIL OF 
FARMER COOPERATIVES, WASHINGTON, D. C. 


Mr. Srerren. My name is Edwin F. Steffen. I am general counsel 
of Farm Bureau Services, Inc., of Lansing, Mich., a farmer-owned and 
farmer-controlled cooperative association which is a member of the 
National Council of Farmer Cooperatives, whose office is at 744 Jackson 
Place NW., Washington, D. C. I have been associated with the 
council’s transportation committee—known as the national agricul- 
tural ee transportation committee—since its organization in 


1946. This statement in opposition to H. R. 5823 is presented on 
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behalf of the National Council of Farmer Cooperatives in my capacity 
as chairman of its transportation committee for 1958. 

The authority for the council’s opposition to H. R. 5823 is contained 
in a policy resolution adopted by the council’s delegate body in annual 
session at Houston, Tex., January 9, 1958. A copy of the full text 
of the policy resolution is attached to my statement, and I ask that 
it be included in the record with my statement. I will not read it. 
It is at the end of the statement. 

Mr. Rocers. Without objection, it will be included as requested. 

(The resolution referred to follows:) 


AGRICULTURAL COMMODITIES EXEMPTION 


(Policy resolution adopted by National Council of Farmer Cooperatives in 
annual session at Houston, Tex., January 9, 1958) 


We believe that in its own self-help efforts to expand the market outlets for its 
products, agriculture will find the exemption from economic regulation of trucks 
transporting agricultural commodities increasingly necessary for efficient and 
economical marketing. 

We do realize, however, that the courts in interpreting what is an “agricultural 
commodity” as distinguished from a “manufactured product” for determining 
exemption under section 203 (b) (6) of the Interstate Commerce Act might 
broaden the exemption more than appears justified on the basis of sound national 
transportation and agricultural policies. Therefore, we recommend that there 
should be no substantial narrowing or broadening of the scope of the exemption 
as presently interpreted by the courts. 

We believe that the present general scope of the exemption is as fair and 
logical a place to draw the line as could be developed by the Congress. This line 
has been reached through years of litigation with all parties having had an 
opportunity to present their views. 

We recommend, further, that any legislative measure by which Congress might 
attempt to restate its policy intentions as to what shall be included in the scope 
of the term “agricultural commodities” shall not be by writing into the statute 
any classification of specific commodities by name, but by specifying the general 
limits of what shall be regarded as an “agricultural commodity” as distinguished 
from a “manufactured product” thereof. 

In considering any proposed change in the law which would result in a change 
of the exemption status of any commodity or product, council officials shall be 
guided by the expressed views of the council members handling such commodity 
or product for their farmer members and patrons, by facts disclosed in the field 
survey now being conducted by the United States Department of Agriculture or in 
any similar survey or study that may be subsequently conducted. 


Mr. Srerren. In brief, the council's position is that there should be 
no substantial narrowing or substantial broadening of the scope of 
the exemption as presently interpreted by the courts. 

H. R. 5823 would narrow the exemption from economic regulation 
for motor vehicles used in carrying agricultural commodities in inter- 
state commerce to apply only to the movement— 
from the point of production to a point where such commodities first pass out of 
the actual possession and control of the producer. 

The bill would also eliminate from the exemption all frozen foods re- 
gardless of “from whom” and “to whom” they are transported. 

We regard the effect of this bill as an extreme and intolerable nar- 
rowing of the exemption, which would almost completely nullify its 
practical value to agriculture by taking away a flexible and economical 
means for the orderly and expanded nationwide distribution of the 
food and fiber grown on the Nation’s farms. 
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There are represented in the council’s membership approximately 
5,000 farmer associations operating at the community, county, or 
State level in marketing, in raw or processed form, practically every 
type of agricultural commodity and in purchasing for their farmer 
members and patrons the major types of farm production supplies, 
Hence, the interest in this bill of the several million farmers who 
are marketing their crops through council members is direct, imme- 
diate and vital. 

It is often alleged by advocates of repeal or narrowing of the 
“agricultural commodities exemption that the scope of the exemp- 
tion has been greatly broadened by court interpretation beyond what 
Congress intended in 1935 when the Motor Carrier Act was enacted 
into law. Although we do not believe this is correct, for reasons I 
shall briefly explain, we suggest that it is comparatively unimportant 
what Congress intended in 1935 in light of marketing conditions and 
marketing needs of farmers then existing as compared to today’s prob- 
lem. 

Great changes have taken place and are taking place today on the 
farm, in the laboratories and in our whole distributive systems. The 
distribution of farm products from the farm gate to the consuming 
public throughout the country has undergone a vast transformation 
and technological revolution in the past 20 years, even more marked 
in the past 5 years. 

Today food products in forms and types of packages little dreamed 
of 10 or 20 years ago are appearing on the grocery shelves in response 
to consumer tastes and demands and serve as a stimulant to the ex- 
panded sale of the products of agriculture. More and more farm- 
ers are finding it necessary through their own self-help efforts to 
acquire and operate their own plants at or near the point of pro- 
duction to process their agricultural products to the end of gaining a 
greater portion of the proceeds of sale by reducing the distribution 
and sales costs. 

Therefore, the basic issue before you, as we see it, is what Congress 
believes today is the wise policy, in the light of current conditions and 
the needs of farmers for the forseeable future, with due regard of 
course to the interests of consumers and our national transportation 
system. It is to this issue that we shall primarily direct your atten- 
tion. 

First, however, I would comment briefly on the legislative history 
incident to the “agricultural commodities exemption” since this mat- 
ter has been advanced by others in support of action now by the 
Congress to narrow the exemption. 

In 1935, S. 1629, the bill which became the Motor Carrier Act 
of 1935, contained no specific exemption for trucks hauling farm prod- 
ucts when introduced in the Senate or originally passed by the Sen- 
ate. Later, however, when the bill was referred to the House, there 
was submitted an amendment from your Committee on Interstate and 
Foreign Commerce which would have granted an exemption to motor 
vehicles used in carrying “unprocessed agricultural products.” 

After considerable discussion on the floor of the House of Repre- 
sentatives as to whether such products as “pasteurized milk” and 
“sinned cotton” would be regarded as an “unprocessed agricultural 
product” it was decided in order to meet the views of many members 
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to strike out the term “unprocessed agricultural products” and make 
the exemption only to “agricultural commodities (not manufactured 
products thereof).” The bill with this changed language became law 
and has remained unchanged on this point to this time. 

It is important to note, too, that on July 31, 1935, when this mat- 
ter was being debated on the House floor and questions were bein 
asked as to the status of specific commodities under the first ogthed 
language, it was stated by Congressman Sadowski : 

I imagine the courts may be called upon at some time to interpret that, but 
it is not for us at this time to go into a lengthy discussion, trying to define all 
agricultural products which are unprocessed. They would run into the thou- 
sands. 

We would also like to point out that Congress in 1935, at the in- 
sistence of Members of the House of Representatives, in which members 
of your House Commerce Committee played an active role did not 
place directly or by implication any territorial limitations upon the 
movement of trucks under the “agricultural commodities exemption.” 
The test adopted by Congress was the character of the cargo loaded 
on the truck, whether it was an “agricultural commodity” or other 
commodity designated as exempt. 

We believe in the light of subsequent developments Congress acted 
wisely and with prophetic vision in the wording adopted in the “agri- 
cultural commodities exemption” in 1935. ‘That wording has lent it- 
self to adaptation and practical application to agriculture’s market- 
ing requirements in later years. 

The current proposal of the Interstate Commerce Commission to 
limit the exemption to the movement from the point of production 
to the primary market or to the pomt where the commodities first 
pass out of the actual possession and control of the producer is not 
new. The Commission has made repeated proposals to the Congress 
since the late thirties following this pattern. In each instance, often 
after full committee hearings, the Congress has considered these re- 
strictive proposals, but instead of adopting them has liberalized the 
exemption on a number of occasions thereby rejecting the restrictive 
proposals by the Interstate Commerce Commission. 

For instance, following the passage of the Motor Carrier Act in 
1935 the ICC interpreted the word “exclusively” in section 203 (b) (6) 
to mean that if a vehicle was used at any time to transport anything 
other than agricultural or other exempt commodities, as it was there- 
fore barred from that day forward from operating as an exempt 
carrier under section 203 (b) (6). Congress amended the exemption 
in 1938 to delete the word “exclusively” and to add “if such motor 
vehicles are not used in carrying any other property, or passengers, 
for compensation.” This amendment made clear that the commodity 
being carried on a particular movement, rather than the vehicle itself, 
should be the determining factor in the application of the exemption. 

Again, in 1952, there were submitted to the Congress by the Legis- 
lative Committee of the ICC proposals which would limit the ex- 
emption in a manner similar to the proposal embodied in H. R. 5823. 

It was brought out in the congressional hearings that the ICC had 
interpreted the term “agricultural commodities’ as not to include 
horticultural products. The ICC, while holding the fruit from the 
trees or vines to be products of agriculture, had held that the trees 
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and vines themselves were not exempt commodities. While turning 
down the restrictive proposals of the ICC, Congress approved S. 2357, 
which became law (Public Law 472) on July 9, 1952, to add the word 
“horticultural” after “agricultural” to remove any doubt that it was 
the intent of Congress that horticultural products should be included 
within the scope of the exemption. 

In the face of current contentions that the courts have broadened 
the interpretation of the exemption far beyond the intention of Con- 
gress, we do believe it is significant in considering the present bill to. 
note that, in frequent review of the exemption language, and its in- 
terpretation by Congress, the principal changes made in the language 
of the exemption by Congress have been to liberalize it and make 
its interpretation more realistic and more in line with Congress” 
thinking than resulted from the interpretations by the ICC. 

The council’s position: The specific impetus for the recent and 
current campaign to narrow the exemption arises primarily from the 
Supreme Court decision of April 23, 1956, in the Frozen Food Ex- 
press case holding that fresh and frozen dressed poultry is an agri- 
cultural commodity within the scope of the exemption in section 
203 (b) (6) of the Motor Carrier Act and trucks transporting such 
poultry in interstate commerce are exempt from the regulatory au- 
thority of the ICC, except as to safety matters. 

In this decision the Court laid down a guideline for the first time 
for determination of when an “agricultural commodity” loses its 
character as such for purposes of the exemption and becomes a manu- 
factured and thus a nonexempt commodity : 

At some point processing and manufacturing will merge. But where the 
commodity retains a continuing substantial identity through the processing 


stage, we cannot say that it has been manufactured within the meaning of 
S. 203 (b) (6). 


Applying the guideline to poultry, the court said : 


A chicken that has been killed and dressed is still a chicken. Removal of its 
feathers and entrails has made it ready for market. But we cannot conclude 
that this processing which merely makes the chicken marketable turns it into 
a manufactured commodity. 

Subsequently, on November 5, 1956, the Supreme Court, in affirmin 
a decision in the Home Transfer and Storage Case by the Unite 
States District Court for the Western District of Washington and 
applying the “continuing substantial identity” doctrine held that quick 
frozen fruits and vegetables were an agricultural commodity and 
hence exempt. 

While these decisions have naturally disturbed some railroads and 
regulated motor carriers who prior to the decisions held operating 
authority to haul the commodities involved, the decisions have re- 
sulted in substantial benefits to the producers of these commodities 
through lower transportation costs and widening markets into areas 
that they had not been able to previously serve through the regulated 
carriers. I think that is pretty factual. 

Recent public statements by responsible officials of the railroad in- 
dustry reflect that the railroads still adhere to their traditional policy 
advocating ultimately outright repeal of the “agricultural commodi- 
ties exemption.” Railroad spokesmen have indicated, however, that 
they would welcome any restriction on the exemption that Congress 
might enact. 
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The regulated motor carrier industry as represented by the Ameri- 

can Trecking Associations, Inc., realistically abandoned its advocacy 

several years ago of the “farm to primary market” limitation on the 

exemption as embodied in H. R. 5823 and have more recently advocated 

that certain specified agricultural commodities and products, now held 

to be oe and admittedly which move in large volume, be placed 
arbitrarily by Congress in a nonexempt category. 

We do not believe that either of these courses can be followed with- 
out doing substantial injury to agriculture and we do not believe 
that either course would bring comparable compensatory benefits to 
the carriers involved. 

Much of the uncertainty as to the interpretation of the term “agri- 
cultural commodities (not manufactured products thereof)” has been 
clarified and resolved by the decisions above referred to and the 
opinions of the Bureau of Motor Carriers applying such decisions, 
as contained in ruling No. 107 of the Bureau of Motor Carriers (ICC) 
dated March 19, 19: 58. Under that ruling there is clearly set forth 
the various commodities and products of agriculture that today are 
in an exempt or nonexempt status. We understand that no major 
litigation is in progress today with respect to the exemption status 
of any agricultural commodities or products involving any substan- 
tial volume, as far as this ruling is concerned. 

Under this ruling canned goods, fruit juices, meat products and 
the major processed « citrus produc ts are held to be nonexempt. These 
are the products most frequently named by the regulated carriers as 
the ones that might in the future be held to be exempt under the “con- 
tinuing substantial identity” theory. That, of course, is entirely con- 
jectural. 

The council does not object, under its policy, for these products, and 
all the products listed as nonexempt in the Bureau of Motor Carriers 
ruling No. 107 of March 19, 1958, to remain nonexempt and we will 
support appropriate congressional action which would place the stamp 
of approval of Congress upon the:line of demarcation clearly estab- 
lished in such ruling between what commodities and products are to 
be regarded as exempt and those which are to be regarded as non- 
exempt. This would clearly and definitely accomplish one of the 
major objectives sought by the railroads, regulated moter carriers 
and the ICC; namely, to prevent any further broadening of the 
exemption. In so doing, agriculture would be giving up something 
because there are a number of products now held to be nonexempt 
such as butter and fertilizer, which some farmers believe it would be 
advantageous to them if they were classified as exempt. 

By the same token there might be a limited number of commodities 
now classified as exempt which it could be logically argued should be 
in a nonexempt category. But once the process began to change the 
exemption classification of one commodity, the transportation or pro- 
ducer groups particularly interested in another commodity would 
press with what they regarded as equally sound reasons for the change 
of its classification. 

We, therefore, believe that the fairest, simplest, and most equitable 
step that Congress could take would be to draw the line where it is 
today and place its stamp of approval upon the “exempt” and “non- 
exempt” classification of agricultural commodities and products as 
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contained in the Bureau of Motor Carriers ruling 107 of March 19, 
1958. This would probably not be entirely satisfactory to any major 
group but we believe it would result in substantial justice and repre- 
sent as much compromise by farmers as by the other major economie 
groups involved. 

The farmer’s interest: We agree with those who assert that the 
primary reason for the original adoption and continued retention by 
Congress of the “agricultural commodities exemption” was and is to 
provide for the farmer flexible, economical, and adequate transporta- 
tion for the products he produces. 

We do not agree, as many claim, that the producer of a commodity 
has no substantial economic interest in its transportation after it 
passes out of the producer’s possession and control or after the com- 
modity goes beyond the initial movement from the farm to the pri- 
mary market in the complex system of distribution from producer to 
consumer. 

Likewise, we do not agree with those who assert that the farmer has 
no substantial economic interest in the transportation of the commodi- 
ties he produces after they have been processed to make them more 
marketable, whether the processing be performed by a cooperative or 
any other processor. 

The transportation interest of the farmer in the marketing of his 
products is based upon two primary factors—cost and service. 

It is estimated that at one or more stages of the distribution 
process farmers now handle slightly over 20 percent of commercial 
production through marketing cooperatives. In such cases, it makes 
no difference whether the farmer has surrendered possession and con- 
trol, or even title, to his cooperative, or whether the products are 
marketed in raw or highly processed form, any savings in transporta- 
tion costs are bound to increase the amount of the returns to the pro- 
ducer. Where others than cooperatives market and process the 
farmers’ products, it is of course impossible under the many prevailing 
types of sales arrangements to trace mathematically on an individual 
basis who gets the benefit of transportation savings at the various 
stages in the distributive process. Although middlemen may attempt 
to increase their own profits through such transportation savings, 
we are convinced that competitive factors are such as to insure that 
transportation savings all along the line from the farmer to the ulti- 
mate consumer redound substantially to the economic gain of both 
producer and consumer. 

As to service, it is obvious that the farmer has a direct economic 
interest in his product until it is bought by the consumer when effective 
demand for more of the same product is created. The availability of 
flexible transportation facilities to carry agricultural products in any 
form—raw, frozen, or otherwise processed—that the trade demands, 
from any point where and when a sale can be made is the very heart of 
the national agricultural problem of marketing to advantage the food 
and fiber grown on the Nation’s farms. 

The creation of an economic climate by Congress whereby agri- 
culture can broaden the markets for its products and reduce its pro- 
duction and distributions cost is, in the opinion of many informed 
persons, the most direct and effective way to improve the depressed 
economic status of agriculture. 
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We are confident that your committee will take no action, with 
respect to the issue before you, to impede farmers in their efforts to 
help themselves in marketing their products. 

Mr. Rogers. Thank you, Mr. Steffen. 

Just 1 or 2 questions. 

Insofar as the cooperatives are concerned you are, of course, exempt 
under another section so long as you use your own equipment to haul 
it. 

Mr. Sterren. You are right. 

Mr. Rocrers: How much equipment, Mr. Steffen, do the cooperatives 
maintain for hauling ¢ 

Mr. Srerren. I cannot give you that information, but from my 
observations of known cooperatives they maintain a relatively small 
amount of equipment. 

Mr. Rogers. I meant percentagewise. 

Mr. Srerren. I would say a very small percentage. It is merely 
convenient for that purpose that they own equipment. Dairy co- 
operatives have a lot of gathering equipment which really is not in- 
volved in this kind of a situation. 

Mr. Rogers. Insofar as the cooperatives are concerned if this bill 
should pass with the wording that is in it now a member of the co- 
operatives could be held by the court to still have some control over 
those products that he has shipped, could he not ? 

Mr. Sterren. Yes. It depends upon how the cooperative operates. 
All cooperatives do not operate in the same way. Some of them act 
as agents and some of them buy outright and return the gains from 
the transaction, so it would require an examination of all the co- 
operatives to see how they operate. 

Mr. Rogers. What I mean is this: that the cooperatives in the 
way they are set up could operate in their present status should 
this bill be passed so that a control could be maintained by the 
producer and where they would be exempt no matter how far those 
goods were shipped. 

Mr. Srerren. It would require a tremendous expansion in trans- 
portation by the cooperatives to do that. 

Mr. Rogers. Yes, I understand. 

Mr. Srerren. That would introduce the additional problem then. 

Mr. Rocrrs. I mean not the expansion insofar as your equipment 
is concerned, because you could do it by hired trucks if the original 
producer retained control. 

Mr. Srerren. You are assuming that after the cooperative has 
processed the goods? 

Mr. Rogers. Not necessarily processed. Take wheat, for instance, 
where it is commingled, but it is not processed, if the court should 
hold that a particular cooperative operated so that the original pro- 
ducer still had control under the meaning of this bill that is before 
us now, that because the co-op hired a truck to carry this, we will 
say, to a central elevator 500 miles from where it was originally put 
in the cooperative warehouse or cooperative elevator, that it would 
still be exempt merchandise. 

Mr. Srerren. Assuming that your fact situation applies to the 
handling of wheat, I can see that possibility. I can see where probably 
from the time that it leaves the cooperative’s elevator the sale has 
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been made as far as the cooperative is concerned and you might run 
into trouble at that point if they are using exempt transportation, 

Mr. Rogers. The point I am making is simply this: whether it 
is wheat or whatever it may be, there would be an avenue and a 
procedure that could be adopted, and whether you are using it now 
or not it could be adopted, where you could keep a tie-in of con- 
trol in the producer through your cooperative methods. Whether 
you are employing them or not you could adopt them under the 
powers that you have as a cooperative and actually this bill could 
not hurt the members of those cooperatives. 

Mr. Srerren. I gather that what you are saying is that coopera- 
tives may have the power to adjust their operations to the theory of 
this bill. 

Mr. Rogers. That is right. 

Mr. Srerren. I would not want to make the statement generally 
that that is true with respect to all cooperatives. I can see how it 
could apply to some. 

I think there is a reasonable possibility that there are some isolated 
cases that could fit into that. 

I have not the slightest idea what all these marketing implications 
are as far as they may be affected by that type of arrangement under a 
bill. 

Mr. Rocers. Briefly, what would be your thinking about the ex- 
tension of the present exemption over to the railroads ? 

Mr. Srerren. Mr. Chairman, our association has not had an op- 
portunity to deal with this question. I heard it with great interest 
this morning and I am very much interested to find out what our 
association would do with that suggestion. 

My guess is it will come up for discussion. I can thoroughly 
sympathize with the railroads’ point of view. All I have to do is 
look at the picture on the wall to see where many of their problems 
are. 

I am reminded by the types of transportation shown on that pic- 
ture that their problems are not only in this area. They are vaster 
than that. The suggestion, however, is very interesting, to say the 
least. Assuming that that were a possibility, I can see the railroads 
would have to learn a few lessons, and that is how to operate the way 
the businessman on the street operates. It might be quite an ex- 
perience for them. 

Mr. Rogers. Should that be adopted, it would be extending to the 
railroads would it not, the same thing that they were asking for last 
year under the Advisory Committee’s report for the flexible rate 
structure ? 

Mr. Strerren. What I say here is my own personal view. I cannot 
speak for the council on this. 

Mr. Rocers. I understand. 

Mr. Srerren. I think it would be an interesting experiment. AsI 
listened to the discussion this morning, I wondered how much of this 
traffic they could actually recapture by that process. Has the time 
arrived when the mode of transportation in this area has definitely 
veered away from the railroad? That was the question that came into 
my mind. Whether that would have done anything for the railroads, 
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I think, is a problem. Maybe the only way you get an answer to the 
problem is to try it. 

Mr. Rocers. Thank you very much, Mr. Steffen. 
Is Mr. Zimmerman present ? 


STATEMENT OF GORDON K. ZIMMERMAN, RESEARCH DIRECTOR, 
THE NATIONAL GRANGE 


Mr. ZimmerMAN. Mr. Chairman, my name is Gordon K. Zimmer- 
man. I am research director of the National Grange. I have a short 
statement, Mr. Chairman. I think that it might be the shortest pro- 
cedure if I read it. 

Mr. Rocers. Fine. Thank you. 

Mr. ZimMERMAN. We appreciate this opportunity, sir, to express 
our views on this issue. The National Grange, which is a national 
organization of farm and rural families, is opposed to the enactment 
of H. R. 5823, which would narrow the agricultural commodities ex- 
emption in section 203 (b) (6) of the Interstate Commerce Act, as 
amended, and as presently interpreted by the courts. 

The National Grange has a direct interest in the degree and extent 
of regulation of transportation. It has consistently devoted its at- 
tention to the problems associated with the agricultural exemptions— 
the agricultural commodities which may be transported in interstate 
commerce free from rate and route regulation by the Federal Govern- 
ment. 

It is our considered belief that the revision of the exemption pro- 
posed in H. R. 5823 would be injurious to both producers and con- 
sumers of agricultural commodities. 

H. R. 5823 proposes that the exemption from economic regulation 
appertaining to motor vehicles carrying agricultural and other speci- 
fied commodities in interstate commerce should apply only to trans- 
portation— 















































from the point of production to a point where such commodities first pass out of 
actual possession and control of the producer * * *. 

The bill would also remove all frozen foods from the exempt status, 
irrespective of the ownership of such foods. 

We oppose this bill because we believe it would add to producer 
costs, jeopardize the availability and economy of transportation serv- 
ice to producers, and, consequently, add to the costs and impair the 
quality of agricultural commodities to consumers. 

There is no segment of the American economy in which the need 
for economical and efficient transportation is more critical than agri- 
culture. Fruits, vegetables, and many other agricultural commodities 
that contribute so largely to the American diet and way of life must 
be moved from the point of production to the consumer over long 
distances, often in a matter of hours, and, frequently, from relatively 
remote parts of the country. 

: a | 

The producers of agricultural commodities depend absolutely on t 
the maximum availability of adequate, economical transportation to y 
move their products to market. | 

Inefliciency and increased cost of transportation would be the con- { 
sequence of a narrowed exemption, would delay the movement of es- 
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sential products, result in spoilage and waste, add to the marketing 
and income risks of producers, and inhibit the marketing process. 

Just as we are opposed to any narrowing of the exemption, so we 
are opposed to any further broadening of the scope of the exemption 
or the list of commodities encompassed within it. Over a considerable 
period of time, and through administrative rulings and court interpre- 
tations, a reasonable basis has evolved for the separation and identi- 
fication of agricultural commodities qualifying for exemption, on the 
one hand, and the manufactured products of agricultural commodities 
not qualifying for exemption, on the other. 

We believe that judgment and decision are involved here, and both 
have been exercised—slowly and deliberately—with full consideration 
for the legitimate interests of al] parties concerned, as well as for the 
intent of C ‘ongress in enacting the Jaw and providing for the particu- 
lar exemptions. The cumulative result of this process is our present 
equilibrium. It is probably as reasonable, fair, and serviceable as any 
that could be achieved at this time. ( ‘ertainly, it is not an equilibrium 
to be readily modified or abandoned. 

The Bureau of Motor Carriers of the Interstate Commerce Com- 
mission has performed a genuine service in issuing its ruling No. 107, 
dated March 19, 1958. This ruling lists a large number of commodi- 
ties of various kinds and indicates, with respect to each, its current 
status under the partial exemption in section 203 (b) (6). More spe- 
cifically, the ruling indicates the holdings of the ICC and the courts, 
as well as opinions of the Bureau, with respect to the individual com- 
modities. 

In our opinion, this ruling serves to remove some of the uncertain- 
ties that may exist in connection with the interpretation of the term 

“agricultural * * * commodities (not including manufactured prod- 
ucts thereof).” It indicates which commodities and prod- 
ucts of agriculture are exempt and which are not exempt, at least as 
of the date of the issuing of the ruling. 

Further refinements in the identification of exempt and nonexempt 
commodities may, in due course, be both necessary and desirable. & 
far, insufficient time has elepsed and insufficient study has been made 
to appraise accurately the economic implications of the Supreme Court 
decisions holding that fresh and frozen dressed poultry, and quick- 
frozen fruits and vegetables, are agricultural commodities within the 
meaning of section 203 (b) (6) of ‘the Interstate Commerce Act. 

It was in the Frozen Food Express case, involving the status of 
fresh and frozen dressed poultry, that the Court enunciated the doc- 
trine of continuing substantial identity. This doctrine, subsequently 
applied to quick- frozen fruits and vegetables, established for the first 
time a basic principle for use in determining the essential characteris- 
tic of an agricultural commodity for purposes of the exemption. 

The Court declared : 

At some point processing and manufacturing will merge. But where the com- 
modity retains a continuing substantial identity through the processing stage, 
we cannot say that it has been “manufactured” within the meaning of section 
203 (b) (6). 

Less than 2 years have passed since the Court first applied the prin- 
ciple of continuing substantial identity. It may be a practical and 
equitable principle. On the other hand, it may at some future time 
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Jead, as some opponents of the exemption apparently fear, to interpre- 
tations which will further broaden the scope of the exemption. This, 
however, is conjecture. 

In consideration of the enormous values at stake to producers, car- 
riers, shippers, and consumers alike in connection with decisions re- 

rding the exemption, it is our earnest recommendation that the 
subcommittee sustain the present language of section 203 (b) (6) until 
actual experience clearly establishes the economic implications of the 
continuing substantial identity doctrine. 

In the event demonstrable evidence can be produced, in. due time, 
that the doctrine is in fact the source of economic injustice, or works 
an excessive hardship on farmers or carriers, we would support a modi- 
fication of the act by Congress to give the Interstate Commerce Com- 
mission and the courts a aeons and more definitive policy determina- 
tion with respect to agricultural commodities and their exemption 
from transport regulation. , ' 

At the same time, we would oppose, as we do now, any action havin 
the effect of narrowing the present exemptions in ways which woul 
increase the costs or jeopardize the efficient marketing and distributing 
of agricultural commodities. 

I thank you. 

Mr. Rooers. Thank you, Mr. Zimmerman. 

To get clear in my mind on it, you advocate the policy that the 
Congress, if it wants to pass legislation, pass legislation that would 
more or less list those items and commodities that are exempt as they 
now stand and stop, right ? 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Rocers. More or less the policy of the Secretary of Commerce. 

Mr. ZimMERMAN. Yes, sir. 

Mr. Rocrrs. Let me ask you one other question, Mr. Zimmerman : 
What is the position of the Grange, if you are in a position to say, 
as to the theory of extending the provisions of section 203 (b) (6) 
to include the railroads ? 

Mr. ZIMMERMAN. We are in the same position as the organizations 

just preceding me, in that neither our delegated body nor executive 
committee have considered this particular question. I would give 
it as my personal opinion, however, because of related policy posi- 
tions of the Grange which is to the increase in the competitive posi- 
tion of various carriers, that we would likely favor the extension of the 
exemption to the railroads and to the airlines. 
_ Mr. Rogers. I say railroads. I mean regulated carriers, whether 
it be airlines, or trucks, or whatever regulated carrier it would be, 
but primarily it would have to do with regulated trucks and rail- 
roads. 

Do you have any questions? 

The Cuarrman. No. 

Mr. Rogers. Thank you very much. 

Mr. ZimmMerMAN. Thank you. 

_ Mr. Rocers. Our next witness is Mr. Charles H. Baldwin. Amer- 
lean Association of Nurserymen, Inc. 
Mr. Baldwin, we will liear you uow. 
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STATEMENT OF CHARLES H. BALDWIN, CHAIRMAN, TRANSPORTA. 
TION COMMITTEE, AMERICAN ASSOCIATION OF NURSERYMEN, 
INC. 


Mr. Bautpwin. Mr. Chairman, my name is Charles H. Baldwin. [ 
am traffic manager for Jackson & Perkins Co. of Newark, N. Y., and 
am appearing today in behalf of the American Association of Nur- 
serymen, Inc., for whom I am transportation committee chairman, 

The American Association of Nurserymen is an organization of 
approximately 1,600 nursery firms in 47 States engaged in the pro- 
duction and distribution of a variety of types of nursery stock. In- 
cluded are fruits and nut trees of all kinds, small fruit plants, plants 
for reforestation and soil conservation use, ornamental trees, shrubs 
and ground covers used for a variety of purposes such as erosion 

revention, safety barriers and glare preventives along highways, 
andscaping of our homes, communities, commercial and public build- 
ings; and asparagus and rhubarb roots for commercial farms and 
home gardens. 

In my brief statement on behalf of the nurserymen of the country, 
I would like first to explain our opposition to certain of the lan- 
guage contained in H. R. 5823. Secondly, I would like to explain 
the vital part which the agricultural exemption plays in maintaining 
a fluid and efficient means of delivering our highly perishable and 
difficult to handle commodity from nursery to retail outlet. 

The language in H. R. 5823 which would limit the exemption to 
motor vehicles carrying exempt commodities— 
from the point of production to a point where such commodities first pass out of 
the actual possession and control of the producer— 
could be interpreted in such a way as to completely nullify the intent 
which Congress had in specifically including horticultural commodities 
within the section 203 (b) (6) exemption. The bill defines the “point 
of production” for agricultural commodities as the point at which 
they are— 
grown, raised, or produced, or the point at which the fish or agricultural com- 
modities are gathered for shipment. 

The point at which nursery stock is “gathered for shipment” is gen- 
erally the nursery itself. Take a situation, not in the least unusual, 
where a producing wholesale grower has prepared for shipment nurs- 
ery stock which he has grown and stored and which is to be picked up 
at his storage house on his farm by an exempt hauler for delivery to 
his retail outlets. 

Once that stock is on the truck and underway it is clear that it has 
become the customer’s property and has passed “out of the.actual pos- 
session and control” of the nurseryman producer. Consequently, the 
hauler is no longer exempt under section 203 (b) (6) and would come 
under full regulation of the Interstate Commerce Commission. A 
development of this magnitude would eliminate entirely the cushion 
of flexible and speedy transportation which the exempt hauler alone 
makes available to the nurseryman. 

Sertain nursery stock is generally packaged by “balling and bur- 
lapping” the tree or shrub, an operation which entails digging the 
stock with as much of the earth surrounding its root system intact as 
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js necessary to insure safe transportation and a high degree of trans- 
Janting success. The process of merely digging a plant or tree 
involves a certain amount of shock. Once out of the ground this 
stock must be handled carefully and moved fast. Rough handling 
such as grabbing the stock by the top instead of by the ball of earth 
will crack the ball of earth, damage the root system, and reduce the 
sibility of survival when replanted. The less handling there is in 
transporting this stock, the better its chances of survival. 

Likewise, it is important that nursery stock with a ball of earth 
attached be moved as fast as possible from the nursery to the retailer. 
Once out of its environment, the tree or shrub is cut off from all light 
and food. It must be protected from extremes of heat and cold as well 
as from drying out. 

The exempt hauler will come right to the nursery. His men can be 
fully instructed as to the proper means of handling this stock and the 
truck will go direct to the retailer without delay, often in specially 
equipped trucks. Only in this way can the nurseryman who must hire 
transportation be sure that his stock will not be delayed en route at 
various transfer points and mishandled by new crews who naturally 
find it easier to grab a plant by the top rather than bending over to lift 
the ball. 

As growers of an agricultural commodity, highly perishable in na- 
ture, which must be kept alive out of its native environment while in 
transit we depend heavily on the flexible and direct service provided 
only by the exempt hauler. This need was recognized by laemiain 
when, in 1952, the section 203 (b) (6) exemption was amended to 
specifically include horticultural commodities. 

We hope that Congress will not, through the use of language con- 
tained in H. R. 5823 or otherwise, enact legislation which might in any 
manner affect the exemption presently afforded the nursery industry 
under section 203 (b) (6) of the Interstate Commerce Act. 

Thank you, Mr. Chairman and gentlemen of the subcommittee, for 
this opportunity to present our views. 

Mr. Rogers. Mr. Chairman, do you have any questions ? 

The Cuarrman. No; I have no questions. 

Mr. Rogers. Mr. Baldwin, just one question. The people that you 
are speaking of that ship this nursery stock to, I suppose, all parts of 
the Nation, are the producers; are they not ? 

‘ Mr. Batpwin. Strictly the producer right on the farm just like a 
armer. 

Mr. Rogers. When they put it in this specially equipped truck or 
in a truck that they permit to come there and get it, they are sending 
that for sale, we will say, to a retailer, as you point out. Of course, 
those operations would be exempt under this bill. 

Mr. Batpwin. They would be exempt, but the certificated carrier 
does not have those trucks that will stack up and he won’t come into 
the nursery and get it and that means the farmer has to truck it to his 
nursery to his loading platform. He can only go certain distances. 
It has to be transferred either to another truck or another hauler. 

Mr. Rogers. I thought you said in your statement that these exempt 
trucks would come into the place. 

Mr. Batpwin. The exempt truck is the only one that will. 

Mr. Rogers. Do they haul that direct from the farm to the retailer ? 
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Mr. Batpwin. Yes, sir. 

Mr. Rogers. You would be exempt under those circumstances under 
this bill, because that would be the trip that is anticipated between 
the point of where it is produced by the producer and the place where 
it is lost control of or actual possession passes. 

Mr. Batpwin. Once that stock-is on-the truck and underway it 
would become the customer’s property. 

Mr. Rogers. Of course, that is the question if you sold it. If the 
trucker was the agent of the retailer 1 think you would probably be 
right, but the thing to do there to satisfy your situation under this bill 
is to just make the trucker the agent of the producer. Then you would 
have the thing fixed. What would be your position so far as we are 
concerned with this question of extending these exemptions to the 
rails and the regulated trucks ? 

Mr. Baupwin. Mr. Chairman, that has not come up. We have used 
rails. I would not be in a position to answer for the association. 

Mr. Rocrrs. Do you know of,any objection you would have to it 
offhand, Mr. Baldwin ? 

Mr. Batpwin. Offhand I don’t see any objection. 

Mr. Rocers. Thank you very much, sir. 

Is Mr. William B. Mooney present ? 


STATEMENT OF WILLIAM B. MOONEY, ATTORNEY AT LAW, REPRE- 
SENTING ALLEN E. KROBLIN, INC., SUMNER, IOWA, DAIRY 
FREIGHT SERVICE, INC., MASON CITY, IOWA, KING BROS., MASON 
CITY, IOWA, AND SLATS REFRIGERATOR SERVICE, AUSTIN, 
MINN. 


Mr. Mooney. Mr. Chairman and members of the committee, I wish 
to express my appreciation, and that of the carriers I represent, for 
this opportunity to be heard as proponents of legislation designed to 
limit the spread of the exemption of vehicles transporting agricul- 
tural, horticultural, and seafood products. The companies I repre- 
sent all are exempt carriers and, nevertheless, all agree that the 
original purpose of the exemption has been largely lost in practice. 

I might point out that Allen E. Kroblin, Inc., was the successful 
defendant in the original test case on the queston of the scope of the 
exemption as it applied to frozen and fresh dressed poultry. 

However, Mr. Kroblin and other operators agree that the exemp- 
tion should not be expanded to permit the unregulated transporta- 
tion of what may be termed industrially produced products under 
the “substantial identity” theory being followed by the courts. 

As the exemption is now being applied, it serves to encourage the 
rise and fall of marginal and financially irresponsible truck operators 
who provide little if any benefit to the public. 

We believe that any advantage accruing to the shippers and original 
producers is temporary and transitory. The theory of regulation, if 
sound in any regard, should be applied to industrially processed foods. 

We do not feel, however, that the promary-market basis is a sound 


one. We feel that it would give rise to an influx of subterfuge in the 
matter of retaining title to the products to the ultimate market rather 
than to benefit the producer through the initial stage of transportation. 

Finally, we want to appeal to the Congress through this committee 
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to enact practical and reasonable grandfather rights provisions for 
the protection of the well-establi shed and responsible carriers who 
now constitute such a substantial part of the transportation industry. 

In summary, we respectfully make these three recommendations: 

1. Legislation RioalA be enacted to roll back the agricultural ex- 
emption. 

2. Regulation should be based upon the nature-of-products defi- 
nition rather than primary-market theory. 

3. Grandfather rights should be granted to established carriers who 
can prove their participation in this activity over a period of years. 

Mr. Rocers. Thank you. 

Is Mr. John Hargraves present ? 

Proceed, Mr. Hargraves. 


STATEMENT OF JOHN R. HARGRAVES, PRESIDENT, DELMARVA 
POULTRY INDUSTRY, INC., GEORGETOWN, DEL. 


Mr. Haroraves. Mr. Chairman, my testimony isn’t too long and I 
can probably go through it pretty fast. 

Mr. Rogers. Fine. 

Mr. Hareraves. Mr. Chairman and members of this committee: 
My name is John R. Hargraves and I am appearing here in my capac- 
ity as president of the Delmarva Poultry Industry, Inc., with offices 
in Georgetown, Del. 

Delmarva Poultry Industry, Inc. (DPI) is an association of poul- 
try growers, hatcherymen, processors, feed manufacturers and dealers, 
supply dealers, and various other business organizations whose very 
existence is dependent upon the welfare of the poultry industry. 

This statement is made on behalf of the DPI and represents the 
broiler-producing and marketing area known as the Delmarva Pen- 
insula, consisting of the State of Delaware, 9 counties in Maryland 
and 2 counties in Virginia located on the eastern shore. 

On a national basis poultry is the third most important farm com- 
modity, accounting for approximately 11 percent of the total farm 
income. 

However, on the eastern shore, broilers represent better than 50 
percent of the agricultural income. In 1957 gross sales of poultry 
from the Delmarva Peninsula amounted to $156 million. Last year 
a total of 12,697 people in this area worked directly in some branch 
of the industry; farmers, farmworkers, and growers accounted for 
7,002 of this total. 

Because of the economic importance of poultry to our section of the 
country and because of the tremendous impact of the agricultural 
exemption on the poultry industry, DPI requested that [ appear here 
before you to explain our position on this controversial issue. 

I was asked to represent DPI partly because of my position as presi- 
dent of that organization, and partly because of my experience in that 
portion of the poultry industry associated with the marketing and 
distribution of our finished products. 

I have experienced the marketing problems encountered by our 
industry while the transportation of its products was regulated; and, 
in the past 4 years have gained a working knowledge of our industry’s 
utilization of the agricultural exemption. 
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Mr. Chairman, the agricultural exemption has been a boon to the 
poultry industry. Every single branch of our industry has benefited 
as a result of the agricultural exemption of fresh and frozen poultry 
products. 

The effects of exemption on the poultry industry are manifold— 
starting with the initial movement of feed grains from farms to storage 
points and thence to feed mills, continuing through the transportation 
of live poultry from the grower to the processor, and ending with 
distribution to the ultimate consumer. 

Foodstuffs require flexible distribution because of the many varia- 
bles such as holidays, public opinion, weather, and market. conditions 
which affect food sales. To market perishable products in such an 
atmosphere requires an alert staff and an extremely flexible trans- 
portation service. 

We cannot distribute our products efficiently under economic regu- 
lation such as that to which we were subjected prior to the courts ruling 
in the Kroblin case. The inefficiencies in marketing produced by 
this regulation are certainly not unknown to Members of Congress. 
As a matter of fact, the Senate Select Committee on Small Business 
in Senate Report No. 1693 accurately described the trade barriers 
imposed by regulation of the motor-carrier industry. 

I shall not burden this committee unduly with additional specific 
examples of the uneconomic marketing practices forced on our industry 
by the ICC’s administration of the Motor Carrier Act, but I can state 
unequivocably that the transportation service available for poultry 
products under exemption is far superior to what was available to 
our industry when transportation of its products was regulated by 
the Interstate Commerce Commission. 

It has been alleged that as a result of the agricultural exemption 
long established marketing patterns have been disrupted. Certainly 
they have—the economic barriers posed by regulation prohibited the 
marketing of foodstuffs in an efficient and practical manner. The 
marketing patterns mentioned above were uneconomic, discriminatory, 
and certainly contrary to the public interest. 

Since the advent of exemption this is no longer the case. We can 
now supply our many and varied markets throughout this great Na- 
tion with the type, quality, and quantity of product required by each 
marketing area whenever and wherever necessary. To be able to 
accomplish these ends at a low cost is no more than an added dividend 
to the entire poultry industry. 

As the total production of the poultry industry approaches in vol- 
ume the demand for its products, customer service plays an increas- 
ingly important role in sales. The ability of the poultry industry to 
maintain and improve its customer services hinges on the kind of 
transportation available. 

This is not idle speculation, it is a fact. More and more frequently 
sales are dependent upon the industry’s ability to deliver less than 
truckload shipments, make delivery during the night or early morn- 
ing hours, or to make delivery direct to various warehouses or stores 
instead of to one central point. 


1ynteratate Commerce Commission v. Kroblin (N. D. Iowa 19538), 113 F. Supp. 599. 
Decided June 30, 1953. Decision affirmed (8 Cir. 1954), 212 F. 2d 555 on May 11, 1954. 
Certiorari denied (348 U. S. 836) on October 14, 1954. 
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Since these contingencies make the traflic less desirable from the 
carrier’s point of view, it is necessary that they be reimbursed for 
these additional services. Our industry is willing to pay for the 
brand of service it desires—and we do so. 

The exempt carriers serving our industry are compensated fairly for 
multiple stops and are paid a special less-truckload rate for that type 
of service. Because they are suitably remunerated, the exempt car- 
riers serving our industry are willing to adjust their operations to 
the requirements of the present and future, rather than clinging to 
outmoded tariffs, rules, operations, and equipment. 

Much has been said of the deterioration of service and equipment 
which must inevitably follow freedom from economic regulation. 
This is now shown to be unfounded speculation. Rather than de- 
teriorating, the service and equipment being offered to our industry 
by exempt carriers is constantly improving. 

I cannot overemphasize the importance of product protection when 
dealing with perishable commodities. Exempt carriers have shown 
remarkable willingness and ingenuity in helping our industry to de- 
liver its products to the housewife at the rasa tat quality level at 
which they are packed. 

The transportation facilities presently handling the distribution 
of our products show marked improvement over those offered prior 
to the exemption. Important and gratifying though these results 
are, the truly impressive aspect of the exempt carriers is their willing- 
ness, even eagerness, to consult with quality control and distribution 

ersonnel to help find the most satisfactory solution to industry prob- 

ems—and then taking appropriate action to insure that the needed 
improvements are made without undue delay. 

It is important to our industry that we have the final determination 
as to the “fitness” of a carrier to serve us and as to the adequacy of 
equipment to protect our merchandise. This was not and cannot be 
the case under economic regulation. No longer would our industry 
retain the choice of carriers which has made it possible to eliminate 
the unsatisfactory. 

If poultry and egg products are to be marketed economically and 
effectively, if gluts are to be prevented at points of production and 
certain markets, it is imperative that transportation be pliable so that 
each market will be uniformly supplied and the industry can con- 
tinuously adjust its transportation to fit the market. 

The enactment of H. R. 5823 will seriously impair the poultry in- 
dustry’s ability to effectively and economically deliver its products to 
the people of this Nation. Under existing statutes transportation of 
the Fresh and frozen poultry we supply for public consumption is free 
from ICC regulation at all levels from the pickup of live poultry 
through delivery to the ultimate consumer. 

To place a regulatory barrier at any level cannot fail to hinder the 
orderly and efficient marketing of our products. Our industry needs 
the benefit of exempt transportation; it needs these benefits in each 
and every phase of the marketing pattern. 

Mr. Chairman, I am not here as a transportation expert. I am here 
to explain why our industry must have fluid and dynamic transporta- 
tion—to illustrate why such transportation is unavailable under Fed- 
eral regulation—to show why any attempt to eliminate or even limit 
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the present agricultural exemption must adversely affect this Nation’s 
food distribution—and to explain why these facts are of vital impor- 
tance to everyone from the farmer to the man in the street. 

The poultry industry must be afforded the right to market its prod- 
ucts without the restricting influence of regulated transportation, and 
DPI feels this can only be accomplished through a continuation of the 
agricultural exemption. 

Thank you for allowing me to express my association’s views. 

Mr. Rocers. Thank you, Mr. Hargreaves, for a very good statement 
of your position. 

I ask you if you care to comment on this question that has arisen 
numerous times with relation to the extension of this exemption to the 
railroads and the regulated carriers. 

Mr. Harcreaves. My organization, of course, has not made any deci- 
sion on that. I could express a personal point of view here. I might 
have to get off the track a little bit, but, in my opinion, having had 
this conversation and testimony here today about the economics of 
this situation and the fact that the railroads might haul the product 
cheaper or could do a better job, and so forth, I am inclined to feel 
that the real crux of our matter here is the kind of service that can 
be provided. 

I do not think it is the 2- or the 3- or the 5-cent rate reduction that 
may creep into the picture or cost of delivery. 

I think it is the type of service. After all, today we are living in 
a different kind or a different era of marketing. We are living in an 
era of a fast-moving food product. 

We must deliver our product fresh, in good quality the way it was 
produced and get it to the consumer as quickly as we can. 

Mr. Rogers. You have no objection, Mr. Hargreaves, that your 
organization would have to such a procedure, offhand ? 

Mr. Harereaves. I do not see how they could object to it. 

Mr. Rogers. I mean, it would not interfere, let us say, with your 
present activities? It would give you a freer choice of a transpor- 
tation mode. 

Mr. Harereaves. That is true, Congressman, but that still is not 
going to get the railroads the business and neither is it going to solve 
the problem. 

Mr. Rocers. I am not talking about the railroads now. I am talk- 
ing about your business. 

Mr. Harereaves. Yes, sir. 

Mr. Rogers. That is what I mean. From your standpoint you 
are interested in the mode of transportation that will give you as 
much flexibility as possible; are you not ? 

Mr. Harereaves. Absolutely, sir. 
Mr. Rogers. Thank you very much, sir. 
Is Mr. Kumpe here? 


STATEMENT OF J. 0. KUMPE, GENERAL MANAGER, ARKANSAS 
POULTRY COOPERATIVE, INC. 


Mr. Kumrer. Mr. Rogers and Mr. Harris, I appreciate your stay- 
ing to hear this. Some of my colleagues in the poultry industry 
have asked me, Mr. Harris. why you introduced this bill and I told 
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them that you were working for a national organization and you were 
very fair and I have given them my word of honor that you would 
be fair in this the same as you have been with us in the State and 
we are very appreciative of the responsibilities that you have. 

We know that you have four of these going and I, for one, appre- 
ciate your staying. 

Mr. Rogers. Let the Chair make this remark in that regard, Mr. 
Kumpe: That as far as the Chair knows there has never been a time 
when Mr. Harris has been unfair in any matter and I think the 
record can show that he will be fair in this regard as well. 

Mr. Kumve. We think that. 

The Cramman. Since you mentioned that, I think I should be 
permitted to defend myself. 

First, I want to thank you, Mr. Kumpe, for the confidence that 
you have in me and the assurance that you gave your colleagues. It 
has been my pleasure to have had meetings with your group in 
Arkansas and they have been advised of the entire situation here, 
which is why it surprises me that they would even now want to know 
why I introduced the bill. 

Mr. Kure. That is some of these folks up here; not the boys down 
there. For the record, it is the people from other States, not 
Arkansas. 

The Cuairman. You mean some uninformed people? 

Mr. Kumpe. Yes. 

The Cuatrman. Thank you very much. 

Mr. Kumre. Thank you, Mr. Harris and Mr. Rogers. 

Mr. Rogers. You may proceed with your prepared statement. 

Mr. Kumer. Mr. Chairman and members of the committee, I am 
J. O. Kumpe, Sr., general manager of the Arkansas Poultry Coopera- 
tive, Inc., of Bentonville, Ark., and I am appearing on behalf of our 
membership. 

We have studied various bills introduced to clarify the agricul- 
tural commodity exemptions in the present Motor Carrier Act, and 
we feel that any additional legislation will only serve to reduce the 
amount the farmers receive from the consumer’s dollar. 

We believe that the present Motor Carrier Act as defined by court 
action through 22 years of usage will serve the consumer’s interest. 
We also feel that any legislative measures such as H. R. 5823 will crip- 
ple the agricultural industries and decrease the amount the producer 
receives from the consumer’s dollar. 

The farmer is the backbone of our economic structure. Each year 
for the past 5, the farmer has received a smaller share of the consumer’s 
dollar. We all know what happened 30 years ago when the farmer 
had no money in his pocket. If the farmer is not able to purchase 
the manufactured products, such as tractors, cars, farm machinery, 
furniture, and clothing, then there are more and more city people 
without employment. 

Decreasing the farmer’s income by increasing his cost of marketing, 
as House bill 5823 will do, will have an equally adverse effect on all 
industry. 

It has never been the intent of Congress to hinder the flow of agri- 
cultural products through restrictive legislation. At this time, we 
feel that any legislative measures by which Congress might attempt 
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to restate its policy intentions as to what might be included in the 
scope of the term “agricultural commodities” shall not be by writing 
into the statute any classification of specific commodities by name, 
but by specifying the general limits of what shall be regarded as 
“agricultural commodities” as distinguished from a “manufactured 
product” thereof. 

We are a farmer’s cooperative association, incorporated in April 
1946, under Act 153 of the Acts of the General Assembly of the State 
of Arkansas 1939, for the purpose of processing and — rae 
products. We have 332 members located in northwest Arkansas, 
southwest Missouri, and northwest Oklahoma. 

They have a combined farm capacity capable of producing 25 mil- 
lion pounds of poultry annually. The topography of the area is 
such that grain farming is not feasible, but it is ideal for broiler and 
turkey production. 

We are an export community with 100 percent of our production 
being shipped in interstate commerce. About one-half of our pro- 
duction is shipped over 500 miles from Arkansas. We have access 
to only one railroad system. When we ship by rail, we are 7 days 
from California market; if we ship by exempt truck we are 114 days 
from market. Even with equal ates, the time element prohibits rail 
shipment. 

Foremost among the reasons for maintaining the exemption of 
fresh and frozen poultry in the Motor Carrier Act is the flexibility 
and service rendered by exempt carriers. Poultry products are highly 
—— because the consumer prefers fresh ice-packed poultry to 

rozen. 

When the poultry has been dressed, it must be moved to the con- 
sumer outlet immediately. Lapse of time between dressing and de- 
livery is one thing which the housewife refuses to tolerate. To keep 
the family eating chicken, we must give the housewife what she wants. 

This is simple economics. ‘Transportation must be at the door of 
the plant and there cannot be any delay en route. The perishable 
nature of the product demands that a truck be available on a moment’s 
notice, that the line make immediate delivery at the destination point, 
that the driver consider the nature of the cargo, and that the cargo 
can be rerouted in the frequent cases of reconsignment. 

Most drivers have a financial interest in the exempt carrier equip- 
ment and they are trained specialists in handling special perishable 
cargo, in contrast to the wage-and-hour employees of most regulated 
carriers of nonexempt cargo. Poultry processors need and demand 
personal interest by the carrier. 

Such flexibility and personal service has been instrumental in the 
rapid and expanded distribution of poultry products. Exempt car- 
riers have met the demands of flexibility and service, producing a com- 
— service which yields better products at the consumer’s level. 

etter products mean a greater return to the producer. 


Processors of poultry products, denied the flexibility and service 
characteristic of exempt carriers, will be forced into related businesses 
to permit or make use of the backhaul privileges. This also is simple 
economics. 

Processors use exempt carriers for differences in rates. What will 
happen to rates under regulation is conjecture, but they cannot be ex- 








INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 199 






pected to be less. Rates, because of the competitive nature of om 
., s, are generally lower and will be lower than can reasonably 
ected under regulation. 
ince we area cooperative, our members receive all savings incurred 
in processing and marketing their product. Twelve years ago, when 
we first organized, a large part of our production was sold live to 
cities like St. Louis, Chicago, and Milwaukee. The compact living in 
cities has curtailed ’the live markets, and we now dress almost all of 
our production in Arkansas. 
| Many of our members have been having great difficulty in holding 
: onto their operation during the past 5 years. The increased cost of 
labor and transportation of food products has come out of the farmer’s 
! ocket. Their income has less buying power now than at any time 
in the past 5 years. 

We have increased our facilities in the plant in order to cut down 
on the unit cost of operation so that the farmer may receive a larger 
net income. Any change in transportation rates or services will have 
a direct unfavorable economic effect on our farmer members, and on 
business as a whole. 

In summarizing our position, I would like to say that we feel that. 
fresh and frozen poultry should be exempt because— 

(1) Exempt carriers make possible a wider distribution to the 
consumer ; 

(2) Carriers perform a service not offered by regulated car- 
riers; 

| (3) The exempt carrier has a financial interest in the equip- 
ment he is using, and gives more protection to the cargo he carries; 

(4) Exempt carriers offer an uninterrupted schedule because 
they do not have to interline with other companies either to dis- 
charge or accept cargo; 

(5) The shorter time consumed in delivery, the better the con- 
dition of the shipment on arrival; the better the condition of the 
poultry, the more acceptable it is to the consumer; and 

) (6) T he farmer cannot absorb any increase in cost of trans- 
portation and marketing and still remain a free agent. 4 
The Arkansas Poultry Cooperative, Inc., appreci iates this oppor- ‘- 

tunity to express its opinion to the House subcommittee, and we trust ‘ 

you will give much earnest thought to the depressed economic con- a 
dition of the farmers so that they may continue to operate under a i 
free-enterprise system without being bound by excessive regulations 

and increased cost of marketing. iW 
Now, I am going to give the statement for the federation. s 
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STATEMENT OF J. 0. KUMPE, PRESIDENT, ARKANSAS POULTRY 
FEDERATION 







Mr. Kumrr. Mr. Chairman and members of the committee, I am 
J. O. Kumpe, Sr., president of the Arkansas Poultry Federation. 
The Arkansas Poultry Federation is a nonprofit organization of 







t 
growers, flock owners, feed manufacturers and dealers, processors, Hl 
and hatcherymen numbering nearly 3,300. Our members hatched, if 
grew, and processed practically all of the 110 million broilers pro- A 





duced in Arkansas during 1957 to rank second in the Nation in the 
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production of commercial broilers. Our poultry industry of Ar- 
kansas also produced 2,500,000 turkeys to rank ninth in the Nation. 
_ The poultry industry yields the second largest share of cash farm 
income exporting the very largest part of its production to all other 
States in the Nation. As in other States and areas, the broiler and 
turkey industries have utilized new techniques and developments in 
a continuing pattern of efficient breeding, feeding, and processing to 
produce still higher quality products at low cost to the consumer. 

The gigantic broiler industry has been instrumental in raising the 
— industry to the third largest source of cash farm income 
in the Nation. It has advanced in the path of free enterprise making 
its adjustments to supply and demand without burdening the tax- 
payers with the cost of public laws of supports and subsidies. 

The poultry industry, particularly the broiler and turkey divisions, 
grew and expanded in part for reasons associated with exemption in 
the Motor Carrier Act. We believe that the present Motor Carrier 
Act has been defined by court action through 22 years of usage and 
serves the consumer's interest. We feel that legislative measures 
such as H. R. 5823 will cripple our agricultural industry and de- 
crease the amount the producer receives from the consumer dollar. 
We feel that any legislative measure by which Congress might at- 
tempt to restate its policy intentions as to what might be included 
in the scope of the term “agricultural commodities,” shall not be by 
writing into the statute any classification of specific commodities 
by name, but by specifying the general limits of what shall be re- 
garded as “agricultural commodities” as distinguished from a “manu- 
factured product” thereof. 

The poultry industry grew because it could get its products to the 
consumer anywhere and at any time at a fair price and with a 
reasonable return to the producer. Competitiveness, so character- 
istic of the poultry industry, is constantly changing the production 
and marketing areas in an effort to fulfill consumer demands and 
variations. Poultry production and processing is largely rural and 
plants are located off the beaten paths of transportation. 

Poultry products are perishable—not because we process them that 
way, but because the consumer wants them that way. When the 

roduct has been processed, it must be moved to the consumer outlet 
immediately. Transportation must be at the door of the plant; there 
can be no delay en route. The perishable nature of the products 
cannot be sublimated to whether or not a truck is available at a mo- 
ment’s notice, whether or not the line can make delivery at the desti- 
nation point, whether or not the driver is concerned with the nature 
of the cargo, and whether or not the cargo can be rerouted in the 
frequent cases of reconsignment. 

Most drivers of exempt carriers have a financial interest in the 
exempt carrier equipment and are trained specialists in handling 
special, perishable cargo in contrast to the wage and hour employees 
of most regulated carriers of nonexempt cargo. Poultry processors 
need and demand personal attention by the carriers. 

As stated earlier, such flexibility and personal service has been in- 
strumental in the rapid and expanded distribution of poultry prod- 
ucts. Exempt carriers have met the demands of flexibility and per- 
sonal service, producing a competitive service which yields better 
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products at the consumer level. Better products mean a better re- 
turn to the producers. 

It must be pointed out that processors of poultry products, denied 
the flexibility and service characteristic of exempt carriers, will be 
forced into related businesses to permit or make use of back-haul 
privileges. Simple economics mean that a highly specialized poultry 
processor will be forced into related businesses such as feed manu- 
facturing, hatching, and actual production of the product he will use. 

The extreme competitiveness featured in poultry production forces 
the poultry industry to deal in fractions of a cent per pound in costs. 
This healthy situation extends even into the carrier business because 
we must keep margins in every phase, particularly processing, as 
small as possible. 

Let us take one point in Arkansas to compare rates to the various 
parts of the United States into which we ship poultry. 

In this table here you have the destinations Boston, Chicago, New 
York, Hartford, Los Angeles, Pittsburgh, and Seattle. The pub- 
lished tariff rates are in the first line, what we have it hauled for is 
in the second, and the railroad rates which were available are in the 


third. 


Destination | Published | Independent! Railroad 

tariffs truckline | 

Boston. ---- ‘ .--| $2.50 to $2.70 $2_- 

Chicago $1.25 to $1.27 $0.92 to $1 

New York a: --| $2.16 to $2.68__; $1.85__- $2. 

Hartford | $2.50 $1.90 

Los Angeles : $2.67 $1.75 $2 

Pittsburgh $2.67 $1.90 | $2 

Seattle ; Up to $3.25 $2.20 | 


Rail shipments are seldom used because the usual service out of 
Arkansas processing points does not exceed three times weekly. To 
Boston, for example, rail time is 7 days; exempt carrier time is third 
morning delivery. 

Although the rates between exempt carrier and rail are comparable, 
the time element in rail delivery rules out any consideration. Regu- 
lated carriers must take into consideration trailer interchange on 
which the time involved is questionable and subject to undetermined 
delays. 

It is evident that these differences in rates between exempt and 
regulated carriers range upward from one-quarter cents per pound. 
In addition to the flexibility and personal service, processors use ex- 
empt carriers for differences in rates. 

What will happen to rates under regulation is conjecture but they 
cannot be expected to be lower. Rates, because of the competitive 
nature of exempt carriers, are generally lower, and will be lower than 
can reasonably be expected under regulation. 

Congress, in passing the Motor Carrier Act, and the courts, in 
upholding the present exemption, specifically exempted agricultural 
commodities in order to maintain producer returns at a level com- 
mensurate to his investment and a reasonable labor return. 

If exemptions are removed, any additional cost of transportation 
or detour caused by such inflexibility will be at the expense of the 
producer—the very same person the law was designed to protect. 
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Exempt carriers provide an additional very valuable service which 
is impossible through regulated carriers. In expanding our markets, 
it is important that we make store deliveries within towns, drop ship- 
ments between towns and in other outlets located in what regulated 
sarriers would call out-of-the-way places. 

Building these markets is important because these less urban areas 
offer the greatest potential in poultry industry expansion. 

We appreciate the opportunity of appearing before the committee 
and respectfully add that an interruption of the whole, or a segment 
such as transportation, of our entire poultry industry could upset the 
concept of competitiveness in the free markets of supply and demi 

Mr. Rocrrs. Thank you, Mr. Kumpe, for a very comprehensive 
statement. 

Mr. Harris, do you have any questions ? 

The Cuatrman. I would like to compliment Mr. Kumpe for his 
statement here in behalf of the organizations he represents, the Arkan- 
sas Poultry Cooperative, Inc., and the Arkansas Poultry Federation. 

As I have indicated earlier, it has been my pleasure to have had 
conferences with the group from our State on the problem and, there- 
fore, I have had an opportunity to consider the situation that exists 
in that area. 

In northwest Arkansas where most of the processing of the poultry 
industry occurs, you have, you might say, one railroad; is that not 
right ? 

Mr. Kumrr. That is right. 

The Cuatrman. You do not have an east-west railroad at all; do 
you? 

Mr. Kumper. No, sir. 

The CuHarrman. And the common-carrier service available there 
would require you either to go to Kansas City and from there west 
or else go south and then west or whatever other direction you go; 
is that true? 

Mr. Kumpeer. That is right. 

The Cuatrman. Insofar as common carrier motortruck service is 
concerned, do you have any in that area at all other than the Arkansas 
Motor Freight Service? 

Mr. Kumrr. We have Jones Truck Line and Arkansas Motor 
Freight. Both are common carriers in that area. 

The Cuarrman. And they are authorized to operate only in certain 
areas. As an example, they are not authorized to operate into Los 
Angeles? 

Mr. Kumer. That is r ight. 

The CHaman, They are not authorized to operate to Chicago? 

Mr. Kumer. That is correct. 

The Cuarman. And various other markets, such as Denver, and 
so forth, and so on. So, consequently, your situation is that you do 
not have available the service at present. What would happen to 
these exempt carriers servicing your industry should they be required 
to obtain regulated status? 

Mr. Kumre. Well, I think some of ours are big enough that they 
would probably apply and obtain their certificate ‘to operate. 

Some of them would not. Let me just tell you how important 
they are to us. We, up in that area, are 100 percent export, and 
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sometimes we put out prices and maybe along 2:30 to 4 o’clock in 
the evening we get confirmation on a load that needs to leave that 
afternoon. 

Well, of course, we are processing chickens and all we have to do 
is call one of these carriers. 

We are close to Springdale, only 18 miles from Springdale, and 
we have some located at Elm Springs, which are closer. However, 
we can get a truck within very easily 45 minutes or an hour. As 
soon as we know that we can get the truck, the load is started to be 

acked. Wecan leave there in the afternoon at 6 o’clock, and 2 nights 
and 1 day, and the following morning, that poultry is delivered to the 
stores in Los Angeles. That is the kind of service we get. 

The Cuarrman. On the economics of it, contrary to what was said 
by some other witnesses, the Los Angeles published tariff rate is $2.67, 
common carrier, and you get your service for $1.75. That is a sub- 
stantial reduction. 

What would happen so far as the producing industry in your area 
is concerned if that cost of transportation were to be increased by 
approximately $1 ? 

Mr. Kumrr. Well, it is 92 cents, to be exact, and all the processor 
could do would be to pay the producer a cent less for his product. 

The CHarrman. What would happen to the producers then? 

Mr. Kumrr. Based on $0.19 today, he would be getting $0.18 for his 

oultry. About 17 cents is what we are actually producing those 
birds for. It is really a matter of life or death. 

The Cuarrman. In other words, you could not stay in business on 
just a margin of 1 cent? 

Mr. Kumpre. No, sir. 

The CHairman. Thank you very much. 

Mr. Rocers. Mr. Kumpe, I have just one question, or two. You 
would not have any objection, that you know of, or these organizations 
that you represent, if the exemption was extended to the railroads and 
other regulated carriers ? 

Mr. Kumpr. I can say, for the cooperative, that we would have no 
objection at all, because we feel that, if the services were available 
for exempt products, the railroads and the common carriers should 
have the same benefit. We have two available, trucking concerns 
available, there, that would probably benefit. I think they would be 
beneficial to us. 

May I say in all the testimony today about these exempt truckers 
being wild on prices, and things of that sort, we have on file the 
rate from 1 common carrier, and from 6 other exempt haulers. 

Five of those exempt haulers are exactly the same, and one of them 
is a little bit less in certain towns. We try to use them all, more or 
less rotate them. Another thing is, I guess we might be blessed with 
a little better working relationships, then, between the processors 
and the truckers in Arkansas. But if we call one trucker and he 
happened to not have the equipment, he doesn’t tell us, “I don’t have 
it available”, but he will say, “I will get you a truck.” 

He will probably call one of these others who has his rates filed. 
He sends a truck, and he bills us. We don’t know how he gets the 
other. But, nevertheless, we have that working relationship. It 
does not mean that the plant manager has to get out and start hunt- 
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ing a truck. He can just call one person and he has a truck at his 
disposal in a very short time. 

Mr. Rocers. Thank you, Mr. Kumpe. There is just one other ob- 
servation I want to make. I notice in the statement of Mr. Steffen, 
of the cooperatives, he quoted from the Supreme Court decision in 
the Frozen Foods Express case, and said: 


The court said: “A chicken that has been killed and dressed is still a 
chicken.” 

That is pretty important language to you folks, isn’t it? 

Mr. Kumpr. Yes, sir, and I want to make it a little bit stronger. 
We feel that the chicken that is dressed or processed, with that we 
are only meeting the requirement of the consuming public. When 
we dress this chicken and it is ready to cook, and then freeze it, we 
are only preserving that product t for the consumers’ benefit. I can 
see no difference in a frozen chicken and an ice- -packed chicken. 

Mr. Rogers. I can appreciate the fact that you can’t. But I was 
thinking today of a case that I tried when I was district attorney, of 
a fellow who had a trial because he had stolen a chicken. It was a 
felony to steal a chicken. 

It turned out that he had stolen a chicken that had been killed and 
picked. His defense was that it wasn’t a chicken after it had been 
killed and picked. If he could establish that it wasn’t a chicken, then 
he would be subject to a fine because the value of the thing was not 
$5. It was just as important to him that that chicken not be a chicken 
after it was killed as it is to you that it still be a chicken after it is 
killed. 

What struck me funny about it is that I don’t know where we are 
roing to end up with the Supreme Court using this kind of language 
oosely. They could have held that this was exempt under the act, 

without using the additional loose language. 

Mr. Kumpr. Let me say this: You know, we do add some things 
to chickens down in Arkansas. The federation is not requesting that 
they be exempt. In other words, we have some chickens in the plant 
that I manage, and we cut the chicken up; we run it through a batter 
and bread it and freeze it without cooking it. 

But that product has been added to, so we feel that that is a proc- 
essed product. But when we just freeze one, we haven’t done anything 
but take the waste away, and we are preserving that chicken, and we 
think the frozen chicken should be exempt. 

Mr. Rogers. I don’t know what the courts are going to do, but I 
can see some district attorneys citing this Supreme Court case in some 
chicken-stealing cases in Texas. 

I think we better adjourn until in the morning at 10 o’clock. 

(Whereupon, at 6:10 p. m., the hearing recessed, to reconvene at 
10 a. m. Friday, April 25, 1958.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND 
COMMUNICATIONS OF THE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1334, 
New House Office Building, Hon. Walter Rogers, presiding. 

Mr. Rocers. The Subcommittee on Transportation and Communi- 
cations will come to order for further consideration of the pending 
bill. 

We have quite a number of witnesses, and, as originally set up, the 
Members of Congress were going to be first this morning. 

[ realize the situation we are faced with, and one of the Members 
has agreed to wait over until this afternoon so we can go on with the 
other witnesses this morning. However, we have Congressman 
Ullman, of Oregon here. 

Mr. Uttman. Mr. Chairman, I would be happy to come back this 
afternoon also. This is at 2 o’clock? 

Mr. Rogers. At 2 o’clock. 

If that is all right, we will let the Members of Congress who want 
to testify begin at 2 o’clock this afternoon. 

Mr. Elliott, as I understand, you are going to participate with the 
people you have here. So that will be taken care of . 

We will, then, be glad to hear our colleague, Mr. Griffin, from 
Michigan. 


STATEMENT OF HON. ROBERT P. GRIFFIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Grurvrin. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I appear in op- 
position to H. R. 5823, which would amend the agricultural exemption 
in the Motor Carrier Act. 

The bill, which seeks to eliminate the exemption on frozen foods 
and to limit its application as to other commodities to transportation 
between the point of production and the point where the commodity 
passes out of the possession and control of the producer, would have 
a% serious and disastrous impact upon farmers, fruitgrowers, and 
processors in the Ninth Congressional District of Michigan, which 
I have the honor to represent. 

205 











206 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


Exempt haulers, who are able now to go anywhere on short notice 
and transfer perishable products to any destination or series of destina- 
tions, provide the farmers and fruitgrowers of my area with a neces- 
sary and invaluable service which cannot be performed by railroads 
and certified motor carriers. 

Fresh fruits and many other farm and truck garden crops must 
be moved to market immediately when they are ready. Growers must 
be afforded the opportunity to transfer their crops as quickly as 
possible to the best market. This could not be accomplished if the bill 
under consideration should ever become law. 

My district is the greatest cherry-producing area in the world. 
Sitting here in this committee room, it would be difficult for you to 
imagine the intense activity involved in harvesting this highly perish- 
able commodity. 

During the first few weeks of July, when cherries are ordinarily 
harvested, every available hand in the area, and thousands imported 
from Mexico and our Southern States are frantically engaged in the 
job of picking the fruit. During this short but crucial period all 
available trucks and other vehicles which can be used are pressed into 
service. Instinctively, all of the people in the community work to- 
gether as a team to make certain that no delay or obstacle will slow 
down or stand in the way of the harvesting process. Cherries are the 
economic backbone of the area. 

Consider just one example of the disastrous effect which the enact- 
ment of this bill would have on the cherry harvesting operation. In 
my hometown of Traverse City there are a number of cherry process- 
ing plants. The processing companies maintain small receiving sta- 
tions which are located at many widely scattered points throughout 
the large surrounding cherry-producing area. 

As soon as the cherries are picked they are quickly transported by 
the grower, by his neighbor, or by anyone else who might be available 
to the nearest receiving station. 

As I understand the import of the pending bill, it would require 
that transportation from the receiving station, where cherries have 
left the control of the grower, could then be accomplished only 
through the use of certified motor carriers. Surely it cannot be seri- 
ously contended that enough certified motor carriers with designated 
routes would be available at the many farflung receiving stations in 
sufficient numbers and at the crucial times to perform this transpor- 
tation service so vital to the cherry industry. 

The limitation contemplated by the bill would be wholly unrealistic 
and would result in chaos for cherry growers and processors. Obvi- 
ously, the bill would have an equally disastrous effect upon the har- 
vesting process of many other perishable fruits and vegetables. 

Since the Motor Carrier Act was first enacted in 1935 it has included 
the exemption whereby motor vehicles carrying “agricultural com- 
modities,” not including manufactured products thereof, were not 
subject to rate or route regulation by the Interstate Commerce Com- 
mission. The regulated carriers have tried repeatedly since 1935 to 
narrow or repeal the exemption. However, the Congress and the 
courts have consistently supported the contention of agriculture that 
the exemption should be left intact. 
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Since 1956 it has been clear that frozen fruits and vegetables are 
agricultural commodities within the meaning of the act (Home Trans- 
fer & Storage Co. v. U.S. A. and I. C. C., 141 F. Supp. 599). 

Mr. W. J. Klotzbach of Cherry Growers, Inc., at Traverse City, 
Mich., has written to me as follows: 


Because of the seasonal character of the cherry industry and the relatively 
short harvest period, it is necessary to move the crop very readily and it takes all 
the available equipment to properly handle the crop. Putting frozen foods under 
ICO regulations would force many small carriers out of business that are now 
providing an essential service in the processing and handling of frozen cherries. 

In this northern area, because of the lack of freezing facilities, many thou- 


sands of tons are pitted and then shipped in refrigerated trucks out of the area 
to be frozen in the large cities where freezer capacity is available. It does not 
seem as if pitted cherries which are not completely frozen should be considered 
anything except an agricultural commodity yet to be processed. 

Fruit processors report to me that in many cases the regulated car- 
riers have insisted on minimum weight loads as high as 32,000 pounds. 
Such requirements are very detrimental to small processors in northern 
Michigan where it is often necessary to transport partial loads. In 
many areas essential accommodation for partial loads is being provided 
only by exempt haulers. 

Mr. Chairman, the exemption now provided by law should be kept 
intact as now interpreted by the courts. I believe that much of the 
pressure for passage of the pending bill stems from concern on the 
part of common carriers that the exemption may somehow be widened 
still further by future court interpretation. If the legislation before 
the committee were designed only to remove that fear by stabilizing the 
exemption where it now stands, it would not be objectionable. 


However, because the ap legislation goes much further and 


would create great. hardships for farmers and small processors, I 
respectfully urge the committee refuse to report the bill. 

Mr. Rogers. Thank you, Mr. Griffin. We appreciate your contribu- 
tion to the proceedings. 

Mr. Grirrin. Thank you. 

Mr. Rocers. Our next witness this morning will be Mr. Paul G. 
Thomas, president of the Southeastern Poultry & Egg Association, 
Sumter, S.C. 


STATEMENT OF PAUL G. THOMAS, PRESIDENT, SOUTHEASTERN 
POULTRY & EGG ASSOCIATION, SUMTER, S. C.; ACCOMPANIED 
BY PAUL WILLIAMS, LEGISLATIVE REPRESENTATIVE, SOUTH- 
EASTERN POULTRY & EGG ASSOCIATION, RICHMOND, VA. 


Mr. Toomas. With your permission, I would like to have Paul Wil- 
liams, our legislative representative, up here with me. 

Mr. Rogers. That is fine. 

Mr. Williams, if you will come forward with him. 

And, Mr. Thomas, if you will identify both yourself and your aide 
for the purpose of the record, you may proceed. 

Mr. Tuomas. Mr. Chairman, I am Paul G. Thomas, a turkey grower 
and processor from Sumter, S. C. 

Mr. Williams here, Mr. Paul Williams, is the legislative representa- 
tive of the Southeastern Poultry & Egg Association of Richmond, Va. 
He is also executive secretary of the Virginia Poultry Federation. 
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I appear here as representative of the Southeastern Poultry & Egg 
Association, which is a nonprofit organization representing many 
thousands of poultry growers, hatcherymen, feed dealers, and proces- 
sors who are vitally concerned with the legislation under consideration. 

The Southeastern Association serves a 10-State area comprised of 
Virginia, West Virginia, the two Carolinas, Georgia, Florida, Ala- 
bama, Mississippi, Tennessee, and Kentucky. We have offices located 
at 235 East Ponce de Leon Avenue in Decatur, Ga., and at 615 East 
Franklin Street in Richmond, Va. 

To give you some indication of the tremendous importance of the 
agricultur al exemptions in the Interstate Commerce Act to the eco- 
nomic welfare of our members, permit me to present some background 
information on what the growth of the commercial poultry industry 
has meant to the farm people of the South and how the exemptions 
from ICC rate regulations and trip scheduling have contributed to 
this growth, with resulting benefits to southern poultry farmers and 
business people and the American consuming public as well. 

Poultry has within the past few years become the le: iding source of 

cash farm income in several Southeastern States and a very impor- 
tant one in most. In the Southeast as a whole it produces a gross 
annual income to farmers in excess of three-quarters of a billion 
dollars. In some States, notably Georgia and Alabama, poultry has 
replaced cotton as the leading agricultural industry. It has been the 
means of saving hundreds of small family farms which were being 
squeezed out of existence by dwindling acreage allotments on cotton, 
peanuts, and tobacco and the pressure ‘of other economic factors. 

This vast new source of agricutural income from poultry was not 
created by accident. It is the result of enterprising leadership and 
the ingenuity of farmers and business people working together to pro- 
duce the revolutionary changes that have taken place in the raising 
and marketing of poultry in recent years, 

I might add that has happened primarily more recently than 1935. 
What has been accomplished through applied research and highly 
efficient assembly-line production and marketing methods is w ithout 
precedent in the annals of American agriculture. 

Just a few short years ago most of the chickens and turkeys raised 
in the United States came from small backyard flocks and were sold 
locally to stores or directly to consumers in the live state. As recently 
as the post-World War II years a high percentage of the poultry pro- 
duced was delivered to the retailer with only the blood and feathers 
removed. 

Today practically all are fully eviscerated in modern, efficiently 
operated processing plants and shipped to wholesalers and retailers 
in ready-to-cook form. To provide this built-in maid service to meet 
the demand of today’s homemaker has required fast delivery of ice- 
pac ked and frozen poultry, to metropolitan markets by refrigert rated 
carriers. This vital link in the marketing process that has made 
much of the progress in our industry possible has been supplied 
largely by the unregulated carriers able to adjust their pickup and 
deliv ery schedules to meet our particular needs. 

This tremendous progress has been achieved under a competitive 
free enterprise system without benefit of costly Government subsidy 
programs. American consumers have been the chief benefactors be- 
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cause the system has made available to them an ever-increasing supply 
of nutritious, high-quality meat at prices they could afford to pay at 
a time when other living costs generally have been rising faster than 
the take-home income of salaried employees. 

The Southeast has led the rest of the Nation in the development of 
the commercial broiler industry which has enjoyed the most phenome- 
nal growth of the three major segments of the poultry industry. Last 
year the 10 States I represent produced half of the total national out- 
put of approximately 114 billion broilers. 

Turkeys are not as big a factor throughout the Southeast, but they 
represent a sizable farm enterprise in some of the States. For 
example, my own State of South Carolina and the State of Virginia 
which ranks third nationally in turkey production. 

Southeastern poultry farmers, like the growers in most other produc- 
tion areas of the Nation, are dependent to a large extent on distant 
urban centers in marketing their products. For example, official 
terminal market reports issued by the United States Department of 
Agriculture for the year 1956 reveal that the Southeast produced 92 
percent of all processed poultry other than turkeys received in Detroit, 
57 percent of the total movement into the Chicago market, 52 percent 
of that received in St. Louis, and 48 percent of Cleveland’s total supply. 

The agricultural exemptions applicable to truckers hauling proc- 
essed poultry has been a considerable factor in the efficient and orderly 
movement of these important food products into these and other large 
market centers. But even more important is the ability and willing- 
ness of these unregulated carriers to make deliveries in hundreds of 
smaller towns and villages which cannot be reached frequently with 
perishable food products by present rail facilities or the regulated 
trucking industry. 

As continuing research in poultry breeding, feeding, and disease 
control, coupled with increasing mechanization on the farm, make 

ible greatergand greater poultry production in the years ahead, 
it will become increasingly urgent that we expand our distribution 
system to provide a regular supply of our products to more consumers 
in the communities of lesser population. 

To place all for-hire motor carriers under strict ICC reguiations 
would create an unnecessary burden on the Nation’s third largest 
farm income group which has managed so far, in spite of severe 
economic trouble in the last 2 years, to make its own way without 
subsidization by American taxpayers. 

Efficient marketing of poultry and poultry products as a result of 
the agricultural exemptions in the Motor Carrier Act has served the 
best interests of both consumers and farmers by permitting large- 
scale poultry operations to develop and thrive in the areas where 
it could be produced most economically and where the new source of 
Income to farmers was needed most. To suddenly take away these 
exemptions could have a very detrimental effect on the present. produc- 
tion areas by shutting off many of their present markets, thus causing 
production to shift from well-established areas to new and undeveloped 
areas. This would result in great loss to the established producer 
who has invested thousands of dollars in the buildings and equipment 
hecessary for an efficient size operation under today’s competitive 
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conditions and the low profit margins available to him. The American 
public would also be adversely affected by such a disruption in the 
poultry production and marketing system. 

It has been said that unregulated carriers are unreliable and that 
it is necessary to regulate them to protect the interests of the shippers 
of agricultural products. 

On the contrary, my experience has been that the unregulated car- 
riers have rendered a real service to the poultry farmer and the proc- 
essor who finds the markets for his products. They have been most 
cooperative in providing adequate, refrigerated trucks to handle our 
products in such a manner as to get them to the ultimate consumer in 
prime quality condition. You can be sure that if they were not de- 
pendable and efficient in their operations, we would not be using them. 

Let me say also that if one object of H. R. 5823 is to help the rail- 
road industry, its passage will have no material effect on the amount 
of ice packed or frozen poultry moved by rail. The railroads just 
simply are not equipped to handle the bulk of our product. 

Since flexibility is absolutely essential to the orderly marketin 
of poultry, it is also quite likely that removal of the exemptions wi 
only force more and more poultry processors to buy their own trucks 
in order to adequately serve their customers. ‘This will add to the 
cost charged consumers for poultry, and, at the same time, will tighten 
the squeeze on the farmer. 

I respectfully urge that the committee not take any action here in 
an effort to aid one industry that most surely would cause considerable 
harm to another and that might conceivably force the Nation’s poul- 
trymen to join the ranks of other farm groups that have had to call 
on the Federal Government for help. 

Mr. Chairman, we appreciate this opportunity to be heard. 

We would like to add a few remarks here regarding some of the 
things that were said yesterday. 

In 1956-57 only one-quarter of 1 percent of all.the poultry was 
moved by the railroads out of the South Atlantic States. Prior to 
1952 less than 2 percent of the poultry was moved by truck. So when 
we are talking about giving the railroads more business I don’t think, 
regardless of what we do, we are going to increase their business from 
the poultry industry. 

For example, if the poultry was put back under ICC I can say for 
myself personally that I would not even consider having them hauled 
by the railroads. I would just have to buy some more trucks. 

It is the flexibility of the thing that counts more than the rate. 
It is the service and flexibility of having these trucks available to 
move when and where we want them to move. 

Mr. Rocers. What would be your remarks to the question that has 
been raised sometimes of extending this exemption to the railroads 
and the regulated truckers ¢ 

Mr. Tuomas. I certainly cannot speak for the Southern Board of 
Turkeys because we didn’t discuss it, but personally I don’t see any- 
thing harmful in that move. At the same time I don’t see where it 
would do the railroads any good so far as receiving any more busi- 
ness from poultry. I don’t see how it would hurt anything to give 
them the same exemption. 
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The fact is I am a believer in free competition, and I believe that 
js our trouble right now. I believe we have had too much regula- 
tion. 

Mr. Rocers. Thank you very much for your statement and your 
remarks. We appreciate it. 

Let me ask this at this time: 

Are there any other witnesses who would like to file a statement? 
I know that you appreciate the fact that time is a very delicate 
situation and some of you may not be reached, and if anyone does 
want to file his statement we would be happy to receive it. Other- 
wise we will just proceed in the best order that we can. 

Our next witness is Mr. Needham B. Correll, traffic manager of 
R. J. Reynolds Tobacco Co. of North Carolina. 

Mr. Correll, we will be glad to hear you at this time. 


STATEMENT OF NEEDHAM B. CORRELL, TRAFFIC MANAGER, R. J. 
REYNOLDS TOBACCO CO., WINSTON-SALEM, N. C. 


Mr. Correti. My name is Needham B. Correll, and I am traffic 
manager of R. J. Reynolds Tobacco Co. with offices in Winston-Salem, 
N.C. 

The provision in H. R. 5823 that would limit the movement of 
leaf tobacco as an exempt agricultural commodity, except when mov- 
ing from point of production to a point where such commodity first 
passes out of the actual possession and control of the producer, would 
result in section 203 (b) (6) having no real meaning as far as the 
movement of leaf tobacco is concerned. 

This result would come about because the movement of leaf tobacco 
from point of production to the point where the tobacco passes out 
of the possession and control of the producer is usually handled in 
the trucks of the producer. This movement, therefore, is private 
transportation and is not and would not be subject to the provision 
of part II of the Interstate Commerce Act even if section 203 (b) (6) 
were not a part of the act. 

The limitation proposed by H. R. 5823 would, in my opinion, create 
congestion in auction warehouses where leaf tobacco is sold and would 
slow down the marketing operation and interfere with the orderly 

rocessing of the leaf tobacco which takes place after the commodity 
is moved from the auction warehouses to redrying plants and storage 
facilities. 

In support of this opinion I desire to present some facts to the 
committee as to the manner in which leaf tobacco is grown, marketed, 
and processed for storage in preparation for the aging process which 
extends over a period of 2 to 3 years. 

Leaf tobacco is grown to some extent in about 25 States. The heavy 
oo of bright leaf and burley tobacco is to be found in the 

utheastern States extending from Florida on the south to Virginia, 


West Virginia, and Kentucky on the north, with some burley tobacco 
being grown in the States of Indiana, Ohio, and Missouri. There 
is a large quantity of a special type tobacco produced in Maryland. 
In addition, other special types are grown in Connecticut, Massachu- 
setts, Pennsylvania, and Wisconsin. 
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Marketing of the crop begins in Florida and Georgia in July and 
gradually moves northward until the selling season is completed in 
the more northern areas about February the following year. Mary. 
land tobacco is usually marketed during the selling period extending 
from April to June. 

During the selling season a group of markets will continue sales 
over periods varying from 4 to 10 weeks. During these relatively 
short periods large quantities of leaf tobacco must be marketed and 
redried as promptly as possible to prevent damage to the product. 

This brief description of marketing practices, is given in order to 
show that tobacco is a seasonal agr icultural product havi ing perishable 
characteristics similar to many other agricultural products which now 
have and will continue to have an exempt commodity status under the 
provisions of the Interstate Commerce Act. 

To confirm the statement that leaf tobacco is a perishable commod- 
ity moving in great volume in a relatively short period of time, one 
has only to refer to statistical bulletin No. 200, issued by the United 
States Department of Agriculture. This bulletin contains the latest 
published official figures and shows that, for the year 1955, 5 leaf to- 
bacco markets in the State of Florida operated for a minimum of 20 
and a maximum of 25 sales days. During this relatively short period 
of time approximately 27 million pounds of leaf tobacco were sold. In 
the State of Georgia there were 23 auction markets that operated fora 
minimum of 21 and a maximum of 30 sales days, and during that 
period approximately 167 million pounds of leaf tobacco were sold. 

To avoid burdening the record, reference is made to the above statis- 
tical bulletin for data showing similar information for other marketing 
areas. 

Due to its high moisture content, this tremendous volume of green 
leaf tobacco has to be promptly moved from these auction sales mar- 
kets to redrying plants and then from the redrying plants to storage 
warehouses. 

The conditions existing in connection with the growing, marketing, 
and preparation of leaf tobacco for aging and storage, in our opinion, 
require that this agricultural product continue as an e: xempt com- 
modity under the provisions of section 203 (B) (6) of the act. 

The next point I wish to emphasize is that there is no public need or 
demand for legislation that would prevent leaf tobacco from being 
handled as an exempt agricultural commodity. The advocates of 
such legislation are representatives of transportation lines that have a 
selfish interest in having such legislation passed. 

In connection with the advocacy of this legislation by the American 
Trucking Associations, the committee should bear in mind that the 
transportation of leaf tobacco by motor carrier is usually performed 
on a special type of equipment known as flatbed trucks, which are not 
used in the transportation of general commodities by so-called com- 
mon-carrier trucklines. This means that the general-commodity 
motor-carrier transportation lines are actually not now equipped to 
transport leaf tobacco, which generally moves in hogsheads or in 
bales, which are not suitable for transportation in the van- type equuip- 
ment in general use by the great majority of regulated carriers. 
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In addition to these remarks with respect to transportation by motor 
carriers, I can state from experience that it is not always possible for 
rail transportation lines to supply the necessary equipment to trans- 

rt all of the tremendous volume of leaf tobacco that must be moved 
in order to keep the auction markets from becoming blocked and the 
packing plants from having to close down due to inability to move all 
of the tobacco when ready for shipment. 

The point I am making is that the carriers that are members of 
the organizations advocating legislation that would prevent leaf to- 
bacco from moving as an exempt agricultural commodity do not have 
sufficient equipment to move this seasonal product in the volume in 
which it has to be moved during the short marketing seasons. Under 
such circumstances, it is to the interest of farmers, purchasers, and 
users of leaf tobacco, as well as the public in general, that this com- 
modity should continue as an exempt agricultural product under the 
provisions of the present law. 

Mr. Rogers. Thank you, Mr. Correll. 

Our next witness is Mr. J. D. Fleming, executive vice president of 
the National Cottonseed Products Association, Memphis, Tenn. 

Mr. Fleming, you may proceed. 


STATEMENT OF J. D. FLEMING, EXECUTIVE VICE PRESIDENT, NA- 
TIONAL COTTONSEED PRODUCTS ASSOCIATION, MEMPHIS, TENN. 


Mr. Fitemine. My name is J. D. Fleming, and I reside in Memphis, 
Tenn., where I hold the position of executive vice president of the 
National Cottonseed Products Association. Our organization is a 
trade association representing the cottonseed-crushing industry of the 
United States. 

The association has as members 242 cottonseed-oil mills which 
account for about 90 percent of all cottonseed crushed in this country. 
Our membership also includes 67 refiners of cottonseed oil, 53 dealers, 
49 brokers, 41 chemists, and 78 associates. We appreciate the oppor- 
tunity of-presenting our views in opposition to the proposed amend- 
ment contained in H. R. 5823. 

Cottonseed are a byproduct of cotton production. With each 100 
pounds of fiber, the cotton plant yields about 180 pounds of seed. 
Only about 10 percent of this seed is normally used to plant the next 
year’s crop. The balance is processed by our member mills into oil for 
human food, meal and hulls for livestock, and linters for a wide variety 
of nonedible products. 

We are concerned, as the cotton producers are concerned, with the 
orderly, efficient, flexible and economical movement and marketing of 
seed cotton and the products thereof. Cotton harvesting and ginning 
are highly seasonal in nature. The entire crop is harvested and ginned 
within about 4 months, and in any specific locality the period of 
activity is commonly shorter than that. Actually, most seed move 
from gins to oil mills during a period of about 90 days. 

Today we have a very satisfactory transportation system developed 
over a long period of time under existing State and interstate regula- 
tory laws. The system meets the peculiarities associated with the 
transporting and marketing of this seasonal crop, which is produced 
from the Carolinas on the east to California on the west. 
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As harvested, cotton consists of clusters of lint or fiber in which the 
seed are tightly imbedded. In this form, known as seed cotton, it is 
transported to the gin, where seed and lint are separated. The seed 
cotton is hauled from the farm to the gin by a wide variety of arrange- 
ments. The movement to the gin may be performed by the farmer, 
the ginner, specialized motor carriers, contract, common, and exempt 
motor carriers. 

The same means of transporting seed cotton from the farm to the 
gin, plus the railroads, may be used in moving the baled cotton and 
cottonseed from the gin to the compress or oil mill. This flexibility 
is in the best interest of the producers and affords access to the most 
favorable markets. All producers are benefited by the present efficient 
and economical methods. 

The proposed legislation would limit the agricultural exemption to 
the point where the commodity first passes out of actual possession 
and control of the producer. This is usually the so-called primar 
market place, the gin. However, the marketing of agricultural prod- 
ucts is as varied and flexible as the means for transportation. 

A farmer may sell his seed cotton to the gin before ginning; one 
farmer may sell his cottonseed to the ginner and retain ownership of 
the cotton; another may sell both the cottonseed and the cotton to the 
ginner ; still another may retain ownership of both, selling his cotton- 
seed direct to the oil mill and his cotton on the open market. In some 
instances, the gin itself is farmed owned, either by an individual or 
a cooperative. 

It is, therefore, evident that a sharp line of demarcation cannot be 
drawn as to place or origin, and that the limitation of the exemption 
to the place or point where the commodity passes out of possession and 
control of the producer would be discriminatory and impossible to 
enforce. 

It is unrealistic to suggest that the farmer is only interested in the 
transportation of this commodity up to the point where it leaves his 
possession and control. The producer’s interest in economical, efficient, 
and flexible transportation goes far beyond the primary market place, 
the gin. Any such narrow restriction would place undue burdens on 
the farmer, ginner, oil mills, warehouse, motor carriers, and merchants 
out of all proportion to any claimed benefits for the common carrier. 

During World War II, the Office of Defense Transportation at- 
tempted to force the movement of cottonseed onto the rails and com- 
mon motor carriers. This effort was a complete failure, and it was 
found necessary to permit the regular customary channels of trans- 
portation to handle cottonseed. 

No doubt, agitation for a change in the agricultural exemption pro- 
visions stem from the decision of the United States Supreme Court in 
East Texas Motor Freight Lines v. Frozen Foods Express (351 U.S. 
49, April 23, 1956), wherein the Court held that the exemption applies 
so long as— 
the commodity retains a continual identity through the processing stage. 

The railroads, motor common carriers, and the Interstate Commerce 
Commission are asking that a line of demarcation be drawn between 
what constitutes exempt and nonexempt transportation. The Com- 
mission, in its 71st annual report, states : 
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We are openminded about the solution of this problem. Perhaps the prin- 
eipal objective could be accomplished by an enumeration of specific commodities 
or through more precise definition of key terms used in this provision. The 
important thing is that some line of demarcation be drawn. 

Certainly finding a suitable definition to limit the exemption of 
“manufactured products of agricultural commodities” should not 
require a complete upheaval in the present law. 

We respectfully suggest that the test not be related to the origin, 
destination, and/or place the commodity leaves the possession of the 
producer. This would be impractical, unrealistic, and destructive of 
the present satisfactory marketing and movement of these valuable 
farm commodities. 

We strongly urge that, with regard to the movement of cotton, cot- 
tonseed, cottonseed hulls, and cotton linters, the present exemption 
not be changed and that the existing transportation structure which 
has proven so effective be allowed to continue to operate. 

The opportunity of presenting the views of the Nationa] Cotton- 
seed Products Association with respect to this issue is sincerely ap- 
preciated. 

Mr. Rocers. Thank you, Mr. Fleming. 

We have our colleague, Congressman Elliott of Alabama, who is 
here with Mr. W. L. Walsh, executive secretary of the Alabama 
Poultry Industry Association, of Montgomery, Ala. 

Mr. Elliott, it is a pleasure to have you before the committee, 
and you may proceed. 


STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Exuiorr. Mr. Chairman, I am privileged to represent one of 
the largest broiler-producing areas in the United States. My con- 
gressional district last year produced nearly 50 million broilers. 
Translated into terms of truckloads of broilers, that is a little more 
than 6,000 truckloads of processed broilers. 

The industry in Alabama has grown rapidly in the past 7 or 8 
years, and continues to grow rapidly. It is opposed—and I think 
when I say this that I speak for 90 percent or more of the industry, 
perhaps 100 percent—to H. R. 5823 as it would attempt to take away 
the exemptions that truckers who haul the processed poultry now 
enjoy. 

I have the privilege to present to the committee now two gentle- 
men who know this situation better than I and better than anyone on 
earth insofar as Alabama is concerned. They are W. L. Walsh, who 
is the very able and dedicated director of the Alabama Poultry 
Industry Association. He lives in Montgomery, Ala. He is ac- 
companied by Mr. Marshall Durbin. Marshall Durbin is Alabama’s 
largest. poultry processor, owning plants in Mobile, Ala., Birming- 
ham, Ala., and in my hometown of Jasper, Ala. He is recognized 
everywhere as a leader in the fields of broiler processing and sales. 

I am happy to have this privilege to present these gentlemen to 
give the committee the information that they have. 

Will you gentlemen please come around now? 

If I may, Mr. Chairman, I would like to sit here near them as 
they testify. 









216 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


Mr. Rogers. Mr. Elliott, let the Chair say that we are glad to have 
you and Mr. Walsh and Mr. Durbin. The Chair is cognizant, and 
I am sure all the members of the committee are, of the work you 
have done in Congress in regard to the chicken business. I do not 
know when that started in Alabama, but, knowing you as I do, I 
have always felt if I needed a piece of fried chicken badly and could 
not get it any place I could get it in Carl Elliott’s district. 

Mr. Exxiorr. Thank you, Mr. Chairman. 
Mr. Rogers. You may proceed, Mr. Walsh. 
















STATEMENTS OF W. L. WALSH, EXECUTIVE SECRETARY-TREAS- 
URER, ALABAMA POULTRY INDUSTRY ASSOCIATION, MONT- 
GOMERY, ALA.; AND MARSHALL DURBIN, POULTRY PROCESSOR, 
BIRMINGHAM, ALA. 


Mr. Watsu. Mr. Chairman and members of the committee, we are 
happy to be here this morning and present a short statement for your 
files, and, in addition to this prepared testimony, at the end I shall 
ask Mr. Durbin to give some extended remarks. 

I am W. L. Walsh, executive secretary-treasurer of the Alabama 
Poultry Industry Association, with headquarters in Montgomery, Ala. 
Our APIA is made up of hatcherymen, processors, feed dealers, tur- 
key growers, broiler and egg producer members. 

The Alabama Poultry edealiy Association wishes to make a state- 
ment concerning the status of poultry being shipped in interstate 
commerce, and to go on record as opposed to H. R. 5823. 

Your Honors know that the farm economy in the United States and 
especially in the South has changed almost completely within the past 
10 years. Ten years ago the average farmer in this area depended 
upon cotton. With the enormous increase in cotton acreage in other 
areas of the world, where labor and other conditions are so vastly less 
expensive, our Southern farmer has had almost to abandon cotton. 
This has been a gradual process in which at first the cotton farmer be- 
gan supplementing his income with poultry, to the point today where 
this situation in this area is reversed. Today, in a substantial area of 
several of our Southern States, poultry is the farmer’s main source 
of cash income, and cotton, corn, vegetables, and other farm products 
are his supplementary source of income. 

We will show later, however, this condition has redounded to the 
benefit not only of the farmer who produces poultry but to the con- 
sumer as well. 

The largest established transportation industry is on record to the 
effect that you must pass H. R. 5823 for their benefit. We say this 
is wholly incorrect because, as a question of more simple economics, 
the healthier the general economic well-being of any community, the 
healthier the railroads will be in that community. 

There is no question but that the growth of the poultry industry 
in the past few years within the area mentioned has benefited ma- 
terially the economy of the area, at least comparatively. Not only 
has the growth of the poultry industry assisted the general economic 
relative well-being of the farmer in the area, but we know that had 
not this or some other development occurred, many of these farmers 
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would have become bankrupt, would have had to quit the farm, would 
have naturally gravitated to the cities and loaded the relief rolls ac- 
cordingly. 

To illustrate the farm importance of this poultry growth, just 10 
short years ago in Alabama, for example, cotton was so far out in 
front as the principal cash crop that nothing else compared favorably 
with it. In 1956 poultry was second to cotton in Alabama. Although 
the figures are not yet available, in 1957 we confidently predict that 
the poultry income will equal or pass the cotton income in this State. 

To prove our point that the relative improvement of the farm in- 
come in Alabama results in relative economical health of the carriers, 
figures of the Interstate Commerce Commission show that the south- 
eastern territory railroads have consistently been in a healthier condi- 
tion for the past 5 years than the railroads in other areas of the United 
States. 

We now respectfully represent to you the growth of this industry 
could not possibly have been attained under straitjacketed common 
carriage transportation. This industry is a new growth. The rail- 
roads never had this business because it never existed. A substantial 
portion of this industry consists of broiler business. Ninty-five per- 
cent of all broilers sold moves to the terminal markets as fresh, dressed 
poultry packed in wet ice and is consumed within a very few days. 
This commodity simply is not suitable for common carrier transporta- 
tion. 

Earlier in our experience we attempted to use such, but, because of 
delays at transfer points or delays normally experienced by common 
carriers, the high quality of the poultry as it leaves the processov’s 
plant would deteriorate so much it would not be of the same high 
quality when it reached its billed destination, sometimes even being 
unfit for market. 

By utilizing the same vehicle to leave from the processing plant 
when we require it, and plan for arrival at terminal markets at de- 
sired market time, we can transport from Alabama to Chicago, for 
example, in 2 days or less, and from Alabama to California in 4 days. 
The best railroad service offered us from Alabama to California is 
twice that long. Obviously, the poultry would spoil halfway on its 
journey. Additionally, the majority of the receivers are not pre- 
pared to receive railroad deliveries, and, therefore, must have some 
kind of truck transportation. 

The certificated motor carriers are in little less favorable position 
to transport these products because it is not possible to draw any 
transportation pattern that will fit the business. 

As a typical illustration, there are approximately a dozen proces- 
sors in the State of Alabama which ship by far the largest percentage 
of their production in interstate commerce. In 1 week perhaps as 
much as 60 to 75 percent of their entire production will go te New 
York area market because the market at that particular time will be 
strong because of short supply. The next week the same thing may 
happen in Los Angeles, while the New York area market may require 
less than 5 percent. This is merely typical, as the next week Miami 
and New Orleans may draw the most of the tonnage, thence the fol- 
lowing week perhaps Chicago and Detroit. We are being illustrative, 
but these instances occur regularly. 





218 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


It is quite obvious no certificated carrier or group of certificated 
carriers could possibly maintain necessary equi pment and specially 

trained personnel to transport this tonnage. it any one carrier op 
aoe of carriers should attempt to do so, it is quite obvious the 
enormous investment in standby equipment and personnel would be 
prohibitive in cost. It is seldom that a particular major market will 
be strong for two consecutive weeks. 

So far as we know, this special type of shipment is not suitable for 
normal carrier traffic. 

We would be in no better position under H. R. 5823 straitjacketed 
as certificated commodities and areas or routes than are the present 
certificated carriers which serve us. This is a new industry. We 
operate under entirely different concepts from any agricultural in- 
dustry that has ever been in existence. The fact of the matter is the 
concepts under which we operate began to revolutionize agriculture 
in general, 

Due to the relatively new development of this industry, doubtless 
the public at large is not aware of the peculiar problems which we 
have to face. Likewise, it may be you gentlemen have not had occasion 
to have this called to your attention. The passage of this bill certainly 
would retard the continuation of this industry. 

There is one unique feaure of this industry which we submit that 
is of vast importance to the entire agriculture economy. 

By reason of the fact that the transporters we utilize can bring 
back to our area feed ingredients, seed, eggs, and other farm produets 
which are produced more ec onomically in other areas, automatically 
reflects a more economic consuming market for all of us. This is 
further illustrated by the same vehicles we use bing able to perform 
a most flexible and satisfactory transpertation for fruit from F lorida, 
Texas, Arizona, and C alifornia on return hauls. Moreover, the poul- 
try industry is also developing in other States; for example, in north- 
ern Florida. 

So those producers likewise have available this flexible transporta- 
tion as back hauls for the vehicles which we use outbound. 

It is quite obvious none of this type of transportation could be 
furnished by certificated carriers, whether those already in existence or 
whether the present transporters were so restricted. 

It is reported by the Department of Agriculture that the production 
of broilers alone in the United States in 1957 was 4 ,149,628,000 pounds. 
> takes approximately 2.7 pounds of feed to produce 1 pound of meat, 

* 11,203,995,600 pounds of feed consumed. Of this feed, approxi- 
mately 7 (5 percent consists of corn and soybeans, the majority of which 
is produced in sections of the country outside of the major broiler- 
producing areas. 

We feel that any legislation that would hamper the effective market- 
ing of broilers w ould not only be injurious to those farmers who pro- 
duce the broilers themselves, but also to those farmers who are engaged 
in the production of feed ingredients. 

We would also point out that this industry has never received any 
form of Government subsidy, and wants none. In fact, this indus 
try has consistently opposed most vigorously any form of Govern: 
ment support. We feel that to a large extent the sound growth and 
expansion of our industry is due to the free- -enterprise system under 
which we have been operating. 
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We emphasize that the nonsubsidized poultry industry is the larg- 


“ally est single consumer of manufactured feed, the basic ingredients of 
er or which are subsidized by the Federal Government, and point out that 
S the the nonsubsidized poultry industry by its use of large volumes of corn 
ld be and soybeans is contributing materially to reducing the necessity 









for subsidizing said farm products. 

Through improved technology in production and processing and 
by the use of streamlined methods of procurement, distribution, and 
marketing, it has resulted in the broiler growers being guaranteed an 
annual cash. income which no other industry has yet achieved. Nor 


esent has the Government been able to accomplish this feat in spite of price 
We supports with their attendant regulations and _ restrictions. 

ul in- Tn addition to giving the farmer a guaranteed income, his gross in- 

is the come has also been increased. Yet, at the same time, the price of the 


broiler in the grocery store has been reduced despite consistently in- 
creasing prices of other foods. 


btless It is important to remind Your Honors that one of the major fac- 
ch we tors in the ability of the industry to attain the accomplishments 
“asion outlined herein has been the flexible, unique, necessary type of trans- 
tainly ion which we now have available. 





We, therefore, respectfully request that dressed poultry remain ex- 
empt from restrictive regulations, and that you will not pass out of 
this committee H. R. 5823, and will do all you can to help keep our 
paltry industry from being handicapped by such rules and regu- 
a 


tions. 


t that 







bring 
ducts 










‘ically We appreciate the opportunity of appearing and presenting our 
‘his is views on this subject which is so important to the farm economy of 
rform this country. 

orida, 


Mr. Chairman, at this point I would like to call on Mr. Durbin, who 
is past president of the Alabama Poultry Producers Association, and 


one of our larger poultry processors, who will add additional remarks. 

Mr. Roerrs. Thank you, Mr. Walsh. 

Mr. Durbin. 

Mr. Dursrn. Thank you, sir. 

A poultry processor’s job in this poultry business is just one phase 
of it. He is a marketing agent for the industry. We not only serve 
the industry but we must also serve the consumer because the consumer 
pays all of the bills. 

0 efficiently market poultry, serve the producer and serve the 
consumer we must be able to sell the poultry where is it needed, any 
place in the United States, and we can only sell poultry where we 
can deliver it. If poultry is needed in New York we serve the 
consumer by supplying that poultry. If the poultry wasn’t sup- 
plied the consumer would have to pay a higher price because the 
supply would be short. At the same time the producer would suffer 
because we could not deliver the poultry where it was needed. 

The market for poultry of the Southeast is the entire United States. 
One week the bulk may move to the eastern part of the United States, 
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If you will give me just about 5 minutes, I think this map might give 

ou an idea of the movement of poultry from our 2 rn both in the 

State of Alabama, to the various areas and how it shifts from 1 week 
to the next. 

The point is this: We must have 60 trucks each week to move the 
product of our plants, which is roughly a half million birds. 

We know we are going to need the 60 trucks, but we don’t know 
where they are going. 

I left home yesterday about 12 o’clock. We will be shipping poultry 
today and tomorrow. Yesterday at noon we knew where five of them 
were going. We didn’t know where the other 15 would go, and they 
probably won’t know until 2 o’clock this afternoon where all of them 
will go. But those 20 trucks must be there and they must be able to 
go any place in the United States. They have to go where the poultry 
1s needed. 

Gentlemen, this poultry is a fast-moving item. It is a hot potato 
every minute. It has to be in the hands of the consumer not more 
than 10 days from the day it is dressed. We have to have fast delivery, 
and we have to be able to sell poultry where it is needed. 

It is almost inconceivable that we could have regulated carriers with 
60 trucks standing by to go any place in the United States and not 
knowing even 24 hours ahead of time where they are going. 

To regulate the delivery of this fresh poultry will simply mean one 
thing. The railroads are not going to get it. They can’t handle it. 
What it will mean is this: I must buy 60 trucks and get into the truck- 
ing business, and not only the trucking business, but I must get into 
other businesses; for instance, fruit and produce, so that my trucks 
can have a back haul. 

I don’t want to get in that business. I want the fruit and produce 
men to stay in that business. I want the truckers to stay in their busi- 
ness and do the trucking. 

However, I must have transportation that can go any place in the 
United States on a moment’s notice. 

We hear of the unreliability of the unregulated carrier; they are 
unreliable; they can’t handle this product. 

Gentlemen, that is the largest mistake that a man can conceive of. 
The only reason we are using these people is because they are more 
reliable than the regulated carriers. Most of them have a financial 
interest in their equipment. They are driving their own equipment. 
We can take those people and train them how to handle this highly 
perishable product. They are reliable and that is why we are using 
them. 

The cost is a factor in regulation. It will cost us more to live with 
this under regulated carriers. But it is not the No. 1 problem. The 
No. 1 problem is, the regulated carrier simply cannot do this job. We 
will have a situation where production areas will not be able to move 
the poultry, the producer will suffer because of a lack of markets, and 
at the same time the consumer in certain areas will suffer, pay a higher 
price because we cannot move the product from the point of production 
to where it is needed. 

Here is a map of a marketing area, outlined by States. This is 
1 week’s movement of poultry. 

Mr. Exxiorr. Mr. Durbin, does one map represent 1 week? 
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Mr. Durein. One map is 1 week. Each line represents one load of 
poultry, and the dot here represents the destination. This is the week 
of March 31 to April 5; 60 loads of poultry, or 480,000 head of broilers. 
We start in New York. That week we shipped 5 loads, 40,000 head of 
friers to New York. Then we come into West Virginia. That week 
West Virginia took nothing. Ohio took several loads. 

We will pick Cincinnati: 4 loads that week; Detroit 2 loads; Grand 
Rapids, 3 ; Chicago, Minneapolis, St. Paul. 

Mr. O’Hara. How many loads to Minneapolis-St. Paul ? 

Mr. Durbin. Five loads that week. 

Mr. O’Hara. We raise all kinds of chickens up there. 

Mr. Dursin. The reason you don’t raise all of them is a very simple 
economic thing. Your people can make more money producing milk, 
cheese, butter, soybeans, and corn, and selling it to us people down in 
the South that have to work harder for our money than you do raisi 
chickens. We can raise chickens, deliver them to you, and bring back 
your farm products and live lots better than we can trying to produce 
our soybeans and our corn which we are consuming and our milk and 
butter. 

Mr. O’Hara. We raise a lot of chickens in southern Minnesota. 

Mr. Dursin. You raise a lot of turkeys, too. 

By the way, we buy a lot of eggs. Most of those five trucks that 
went in brought back eggs that are produced right in your territory 
there, particularly around southern Minnesota. 

So it is an exchange of something you can produce cheaper than 
we can, and we can produce broilers cheaper than you can. Our 
weather conditions are more favorable with no severe winters. 

We do what we have to do to make a living. You do what you can 
to make your living. That is the way the thing works out. We have 
a free flow of interchange of products. You can make cheese. We 
can’t make good cheese in Alabama. Our milk wouldn’t make good 
cheese, but you people make marvelous cheese. So we buy your cheese 
and consume it, and we can sell broilers to your people, and we can 
make a living easier than they can raising broilers. There is a reason 
for all these things. That week 4 loads went to Los Angeles, 2 loads 
went to Phoenix, Ariz. Now we will go to the next map. 

You notice this week New York only took one load of poultry. They 
had a big sale the week before, and they didn’t need so much. So we 
had to move poultry some other place. That week 4 loads went to 
New Orleans, Louisiana, but next week we shipped 8 loads to Min- 
neapolis-St. Paul. The chainstores were running what they call a 
promotion sale. They were advertising poultry. They needed a lot 
of poultry. It shifts from week to week. That week Phoenix, Ariz., 
took four loads of poultry. None to Los Angeles. Your demand 
constantly shifts and we have to supply that demand to serve the 
consumer and the producer. 

On this map, this week the big play was in Cincinnati, Ohio—10 
loads. Normally they take 2 or 3 loads. Imagine the problem that 
a regulated carrier would have. That week New York took nothing. 
Two weeks before we gave them five loads. 

What would be the problem of a regulated carrier maintaining 
franchises to deliver 60 loads of poultry that is shifting all over the 
United States? How would he possibly do it? Who is going to suffer 
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if you don’t? The consumer and the producer. The consumer cannot 
receive the poultry where it is needed. They have to pay a higher 
price. The producer is suffering because he can’t get his product 
where it is needed. 

Gentlemen, thank you. I won’t take any more of your time. 

Mr. Rocers. Thank you, Mr. Walsh and Mr. Durbin. 

Are there any questions ? 

Mr. Exxiorr. Thank you, Mr. Chairman. 

Mr. Rocers. Thank you, Mr. Elliott, for bringing these witnesses. 
We appreciate it. 

Our next witness is Mr. C. A. Buchanan, National Agricultural 
Transportation League, Tavares, Fla. 

You may proceed, Mr. Buchanan. And identify yourself, please, 
for the purpose of the record. 


STATEMENTS OF C. A. BUCHANAN, EXECUTIVE SECRETARY, AND 
FRANK HAND, WASHINGTON, D. C., COUNSEL, NATIONAL AGRI- 
CULTURAL TRANSPORTATION LEAGUE, TAVARES, FLA. 


Mr. Bucuanan. Thank you, Mr. Chairman. 

I am C. A. Buchanan from Tavares, Fla., the executive secretary 
and treasurer for the National Agricultural Transportation League. 

We are in favor of this bill as we interpret it, and in the interpreta- 
tion of it I have asked Frank Hand, our Washington attorney, to 
make a very brief statement of interpretation. 

Mr. Rocers. Identify yourself, please. 

Mr. Hanp. My name is Frank Hand. I am an attorney at law in 
Washington, D. C. I am a practitioner before the Interstate Com- 
merce Commission, and most of my work deals with matters involving 
motor carriers before the Commission. 

Mr. Buchanan’s association and also the group represented by Mr. 
Brady, who I understand is the next witness, is in favor of this bill, 
and they are in favor of it because they apparently have taken my 
interpretation of it, which is that the various agricultural commodities 
which are not even regulated under the existing bill and have never 
been thought of being regulated under the existing bill would be 
regulated under this, and one illustration would be fresh fruits and 
7 

e interpret this bill where it says that the exemption would not 
apply after the original shipper had lost actual possession and con- 
trol of the commodity, that it is regulated once the farmer gives it 
to a trucker, and I understand that is contrary to the interpretation 
that Mr. Rice placed on the bill yesterday. His interpretation appar- 
ently is that it would not affect the existing exemption of fresh fruits 
and vegetables, and, based on the fact that we believe it would and 
that the exempt commodities would be regulated under this bill, both 
Mr. Buchanan and Mr. Brady are in favor of it, and are in favor 
of it provided a grandfather clause is placed in the act, because these 
gentlemen represent exempt truckers who handle exempt commodities. 

Mr. Rocrers. Thank you, Mr. Hand. 

You may proceed, Mr. Buchanan. 

Mr. Bucuanan. Thank you, Mr. Chairman. 

_ I am executive secretary of the National Agricultural Transporta- 
tion League with principal offices in Travares, Fla. 
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The league is composed principally of motor carriers of exempt 
commodities, exempt from Federal regulation by the terms of section 
203 (b) (6) of the Interstate Commerce Act. At this time we have 
4,565 members operating 18,260 motor vehicles throughout most of the 

nited States. 

To show our diversity of membership, there are 1,350 members in 
Florida, 985 members in the other South Atlantic States, 819 members 
in the Middle Atlantic States, 32 in the New England States, 489 in 
the North Central States, 640 in the Central States, 243 in the Mid- 
western States, and 42 in the Far Western States. 

It is my understanding that the league is the largest association 
of exempt truckers in the country. 

We certainly appreciate this opportunity to express our approval 
of H. R. 5823. We believe that there sheila be some modification of 
the wording proposed, and have a suggestion for some changes which 
we will develop fully later. 

At this time we desire that the committee know that the league is in 
favor of Federal regulation of our operations, particularly the regu- 
lation of rates and charges and insurance in addition to the safety 
regulations to which we are subject at the present time. 

f it becomes necessary for us to obtain certificates or permits to 
operate, we respectfully request that appropriate grandfather provi- 
sions be provided to permit the continued operation thereafter of our 
members in the transportation of the various commodities now exempt 
from regulation. 

While the exact number of exempt truckers is not known, Commis- 
sioner Laurence K. Walrath, in a speech before the Association of 
Interstate Commerce Commission Practitioners in Boston, Mass., on 
January 7, 1958, estimated that there were approximately 48,000 for- 
hire carriers of exempt commodities. In the latest report of the Inter- 
state Commerce Commission figures are given on page 101 indicating 
that these exempt carriers operate approximately 480,000 vehicles. 

This report also shows that as of June 30, 1956, there were 18,059 
motor carriers operating under Federal regulation operating approxi- 
mately 353,271 trucks. There are, therefore, more exempt motor car- 
riers and more trucks transporting exempt commodities than are fed- 
erally regulated today. 

We favor the passage of H. R. 5823. Our board of directors has 
passed a resolution by unanimous vote requseting the amendment of 
section 203 (b) (6) of the Interstate Commerce Act so as to make 
subject to regulation the commodities now exempt from regulation 
thereunder. 

Our members are engaged primarily in the transportation of fresh 
fruits and vegetables. So, of course, we particularly urge that the 
transportation of these commodities in interstate or foreign commerce 
be made subject to the Commission’s regulation, as well as the other 
commodities now exempt, and we, of course, agree that some provision 
should be made as is made in this bill for the continued exemption of 
agricultural commodities moving directly from the farm and owned 
by the farmer to the primary or initial market. 

At one time the rates for transporting exempt commodities were 
more or less uniform, but today there is no uniformity whatsoever, 
rates varying from shipper to shipper and day to day for the same 
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traffic to the same points. Also, there are no uniform rules governing 
the transportation of exempt commodities, and the exempt carriers 
have no recourse when large and unjustified claims are placed against 
the shipments, in circumstances where the shippers refuse to pay any 
freight. 

We ask that we be regulated. In fact, we demand regulation be- 
cause without it we doubt seriously that there will be any guarantee of 
transportation by motor carrier for the exempt commodities. 

As we have shown, without the exempt motor carrier the exempt 
traffic would not move. We have more trucks than the regulated 
motor carriers. 

In the past various agricultural interests appear to have spoken on 
our behalf and have always claimed that the transportation of fresh 
fruits and vegetables and other exempt commodities must be by exempt 
motor carriers so that there will be a flexible service at rates which will 
not prevent the movement of the farmers’ traffic. 

We were not organized at the time, and when such matters were be- 
fore Congress persons spoke for us who really did not have our inter- 
ests at heart, and, we believe, did not understand the actual situation. 

It is a mystery to us how farmers can maintain stable markets 
when one man is charged one rate for moving traffic and his neighbor 
can and often does pay either a higher or a lower rate for the same 
traffic to the same point. It is practically putting us out of business, 
and we believe it will do the same thing to the farmers if there con- 
tinues to be no Federal regulation of rates for the transportation of 
the exempt commodities, including fresh fruits and vegetables. 

The only people we can see benefiting from this nonregulation are 
a group of middlemen who control traffic and who are able to pocket 
Slaton: discounts, and kickbacks and payments under the table from 
the unfortunate trucker who needs a load to obtain sufficient funds to 
make payments on a truck which is 3 or 4 months overdue. Seldom do 
we as truckers ever deal with the farmers direct. In fact, we doubt if 
the farmers themselves ever know what the rates are for the trans- 
portation of their traffic to market and care less. 

As an illustration, in Florida most of the citrus fruit is bought on 
the tree and the vegetables are bought in the fields. The transporta- 
tion is usually arranged for by commission merchants or packinghouse 
managers who profit from the low truck rate rather than the farmer. 
When trucks are scarce the rates go up, and when there is an over- 
supply of trucks at any one point the rates go down. 

In Florida we have a very fine group of truck brokers and there are 
similar groups in various States where our membership operates. 
These men have done their best to maintain some uniformity in rates 
and keep them on a level where the truckers themselves can make 
some money, but these truck brokers are forced by different interests to 
arrange for the transportation of traffic at lower and reduced rates 
and at different rates to different shippers. 

A large number of these brokers also own several trucks and also 
belong to our association and agree that the only solution to this prob- 
lem is the Federal regulation of the transportation of the commodities 
exempt from regulation under section 203 (b) (6) of the Interstate 
Commerce Act. 
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One of the claims made by various so-called farmer organizations 
against the elimination of this exemption is that there must continue 
to be flexible truck service for the transportation of these presently 
exempt commodities. This could be assured by the issuance by the 
Interstate Commerce Commission of certificates to the exempt carriers 
to continue the same type of service they have performed in the past. 
This type of certificate is known as either a radial or nonradial cer- 
tificate and would authorize transportation service in as large an area 
as the exempt trucker has operated in the past and could cover nu- 
merous States or even the entire United States, depending on the size 
of the exempt carrier’s past operations and authority would be granted 
to operate over any route or routes and make pickups and deliveries 
at any point even in the field or other remote places. Similar certifi- 
cates already have been issued by the Interstate Commerce Commission 
to numerous motor carriers authorizing the transportation of regulated 
commodities in broad territories covering several States. 

When the Motor Carrier Act was passed in 1935 a grandfather 
clause was placed in it providing that the Interstate Commerce Com- 
mission should issue authority to motor carriers then in business to 
continue to perform the same service in the same territory that they 
had performed in the past. The Commission issued certificates au- 
thorizing such operations. A similar grandfather clause could be 
applied to the transportation of exempt commodities, and we think it 
should be if H. R. 5823 is passed, and we hope that it is. 

The Interstate Commerce Commission understands the problems of 
the motor carriers presently transporting nonexempt perishable com- 
modities, and have granted very broad radial certificates authorizing 
the transportation of frozen citrus products between points in Florida, 
on the one hand, and points in Alabama, Arkansas, Delaware, Illinois, 
Iowa, Kansas, Kentucky, Louisiana, Maryland, Minnesota, Missouri, 
Michigan, Nebraska, New Jersey, New York, North Dakota, Ohio, 
Oklahoma, Pennsylvania, South Dakota, Tennessee, Texas, Virginia, 
West Virginia, Wisconsin, and the District of Columbia. 

It has also granted nonradial certificates which are those authoriz- 
ing operations between all points in numerous States, such as in No. 
MC-110698 authorizing service between all points in Georgia, South 
Carolina, North Carolina, Virginia, West Virginia, and Tennessee. 
Any claim that Federal regulation of exempt carriers would prevent a 
flexible motor carrier service for the transportation of the commodities 
not exempt is utter nonsense. 

A carrier can be just as flexible in operating under Federal regula- 
tion as it can without Federal regulation. We will still be able to 
pick up traffic at the large markets, in the fields, in the orchards, or any 
place else where we pick up the exempt traffic now and make deliveries 
to any point where we are presently making deliveries. We will not be 
bound to operate over regular routes or serve only speicfic cities or 
points since the Commission understands the problem and will issue 
us certificates to continue the same service we have been performing 
in the past which everyone, even the farmer organizations, agree has 
been very satisfactory and adequate. 

It will probably be argued that once the so-called exempt carriers 
become regulated, they will lose interest in picking up loads of fruits 
and vegetables at inaccessible points off the highways and thus leave 
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many of the present shippers of agricultural commodities without 
adequate motor carrier service. 

This is not true because today the rates charged by the exempt 
truckers generally apply within a territory and although the ori 
points may be several miles apart, the same rates are charged % 
picking up traffic at points many miles distant from each other, and 
the same thing, of course, insofar as destinations are concerned since 
rates are made on a statewide or territorywide basis. 

The operations of motor carriers engaged in transporting fresh 
fruits and vegetables is so flexible that the carriers even thotigh regu- 
lated will arrange for pickups and deliveries at any point, whether 
on or off the main highways since it is necessary for them to move 
their vehicles in both directions, and we are sure that the present 
shippers will receive the same service regardless of whether the car- 
rier 1s regulated or not. 

The chaotic rate situation and the inability of the unregulated 
motor carrier to protect themselves against unfair and unjust claims 
caused our league to be formed, It is relatively new, having been in 
existence only a few years. So that there is no misunderstanding, we 
want it clearly understood that none of the so-called farm or farming 
interests can speak for us, the exempt trucker. 

Our salvation and the salvation of efficient, economical and flexible 
motor carrier service in the transportation of exempt commodities, 
including fresh fruits and vegetables, is dependent upon future Fed- 
eral regulation of our operations and the operations of the other 
exempt motor carriers transporting this traffic in interstate commerce, 

We have ho recourse against rate reductions by the rail carriers 
or regulated motor carriers. 

We believe that the Congress would be interested in knowing that 
the exempt trucker is not recognized by the Interstate Commerce Com- 
mission in any of their rate proceedings and has no recourse whatever 
when regulated forms of transportation reduce the rates below those 
being charged by the nonregulated carrier. This has happened in 
numerous instances. All forms of regulated transportation complain 
against our alleged rate cutting, but we have no recourse when any of 
the regulated carriers decide to reduce our rates. 

Accordingly, under the existing form of regulation, if a regulated 
motor carrier desires to cut the rate on exempt commodities it may 
do so and we cannot complain. We also cannot complain if the 
rail carriers decide to cut their rates as they have recently done on 
fresh fruits and vegetables moving out of Florida to various eastern 
and midwestern markets. 

Of course, we can reduce our rates also, and no one can complain, 
resulting in a very unstable and chaotic state of affairs. 

Commissioner Walrath summed it up very nicely in a speech before 
the United Fresh Fruit and Vegetable Association on January 29, 
1958, at San Francisco, where he made the following observation : 

Among the disturbing features are the effect truck delivery has had upon 
stability of your markets, and the growing uncertainty whether reliable and 
adequate transportation will always show up for loading. Not the least of 
your worries when using exempt trucking is the uncertainty of your trans- 
portation costs, which may vary from day to day, shipper to shipper, and 


market to market, with virtually no control over discrimination and preference 
except that of supply and demand. Human nature being what it is, the carriers 
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who solicit your product today, perhaps as a backhaul at low rates, may to- 
morrow find more attractive traffic, and then require inducement to serve you. 

Things have changed since 1935 when the Motor Carrier Act was 
first ee. When part II of the Interstate Commerce Act was 
passed in 1935 most of the so-called exempt commodities were being 
transported by rail carriers, pertitularty the fresh fruits and vege- 
ables. The refrigerated truck had not been developed to the point 
where it is today. Now the trucks handle most of the interstate 
movement of this traffic as mentioned by Commissioner Walrath in 
his speech in San Francisco on January 29, 1958: 

Some 30 millions of tons of fresh fruits and vegetables are being distributed 
each year; and the current estimates show a division of roughly of only 35 
percent by rail, and 65 percent by truck. It was not always so. Even a short 
10 years ago the division was approximately 80 percent by rail, and only 20 
percent by highway; but history also discloses that about 5 percent each year 
has been shifting. 


While it is true that the greater volume of this traffic is being trans- 
rted by the exempt truckers, their operations are under severe dis- 


abilities which we believe results in situations absolutely contrary to 
the public interest. 

As we mentioned, there is no recognized rate structure whatever. 
The shippers and persons controlling and arranging for transporta- 
tion by motor carrir make up their own rules as they go along which 
the exempt truckers are forced to accept or lose the traffic. The ex- 
empt truckers have no recourse against the filing of unfair and unjust 
claims, and we are frank to say often operate equipment improperly 
maintained and inspected and with drivers who quite often do not 
have sufficient rest. 

We will have to admit that the safety record of the exempt truckers 
is not a pleasant one. Quite often they have insufficient insurance 
to cover injury to persons or property as well as the cargo involved 
in accidents and quite often are entirely uninformed as to the Com- 
mission’s safety regulations. 

The exempt bvariueel are forced to operate under unfair rules and 


regulations. ‘The shippers whom we serve have different rules and 
regulations covering the transportation of their traffic. As everyone 
knows, regulated motor carriers are entitled to collect their freight 
charges upon delivery of the traffic. With us freight charges are al- 
ways withheld pending settlement of claims and, quite often, claims 
are deducted unfairly and unjustly from the euane charges. 


We have no recourse against such action. One of the shippers has 
on the bill of lading it issues, and which must be signed by the exempt 
truckers or he won’t get the shipment, a provision that could never 
be used in the usual bill of lading covering regulated commodities, 
which reads: 


* * * Provided, however, That it shall not be obligated for and the truckowner 
shall not be entitled to payment of the transportation charges until all claims, 
which the shipper, owner, consignee, and * * * may have against the truck- 
owner shall be fully settled and satisfied. 

An inherent right of all carriers for hire is to withhold delivery 
or refuse to make delivery and take possession of the cargo if the 
transportation charges are not paid. Not so with us, however. To 
transport traffic for this and many other shippers we must give up all 
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rights of this nature as indicated in the following regulation on the 
bill of lading we signed for this shipper : 

Should trucker fail to carry and deliver the property being transported as 
required, broker or its representatives may with or without legal process take 
possession of said property and for that purpose may remove and break any 
Sales and locks on and enter trucker’s equipment. 

In other words, if we transport a shipment and the consignee files 
a claim with the driver and if the driver refuses to unload the truck 
until the freight charges are paid, which any regulated motor carrier 
would do, under the above provision the shipper may take over the 
truck and remove the contents. In other words, we have to give up 
our legal rights to hold the cargo until the charges are paid, or we do 
not get the load. 

In the event the committee doesn’t think unfair and unjust claims 
are filed, we would like to call attention to this one: 

On June 6, 1957, one of our members transported a load of cucum- 
bers from Thomasville, Ga., to Cheetowaga, N. Y. The consignee 
refused to pay the freight charges claiming that the load was spoiled, 

The freight charges were $483 and the claim was $441. 

After considerable argument, it was determined by a United States 
Department of Agriculture inspector that the damage was caused by 
too much rain in the growing stages and was not caused by the 
trucker. 

As the trucker had signed the bill of lading which had a provision 
that the carrier accepted the load and had inspected it and found it 
in good condition, the shipper refused to pay any transportation costs, 
and the load was transported for nothing. This bill of lading had a 
provision like this: 

The above-described load of produce has been checked by me and found to 
be in good condition and package count correct as billed. 

This particular shipment moved on a bill of lading which had the 
further provision: 

I also agree to deliver the load to the above address at the time listed in good 
condition and should I fail to make delivery on time or allow the goods to 
become damaged from any cause whatsoever I agree to accept deduction from 
freight charges of an amount sufficient to cover all spoilage losses and extra 
handling charges. 

In other words, the trucker is liable for damage or injury to the 
fruits or vegetables even if occurring in the field before it was even 
loaded on the truck. 

To show just how bad the situation is, many bills carry this 
provision : 

All claims must be inspected by United States Government inspector at time 
of delivery and mailed to us within 24 hours. All claims will be void and settled 
in full if receiver pays driver freight. 

In other words, if the receiver pays the freight charges they will 
give up any right to their claim if there is an honest claim. So, 
naturally, they withhold the freight charges and the driver is in the 
middle of an argument between the shipper and the receiver and does 
not get paid until the argument is settled. 

Regulated carriers are entitled to receive payment for the freight 
charges, and then the shipper and receiver can argue the matter for- 
ever if they want to. In any event, the regulated carrier is paid for 
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his time and effort in transporting traffic. This is not always the 
case with us. 

Also, an inherent protection in common carriage is that the motor 
carrier cannot be held liable or penalized for a delay in making de- 
livery if there is a good reason for such delay and it is beyond the 
control of the carrier. 

We will admit that time of delivery is very important in connection 
with fresh fruits and vegetables, much more so than probably any 
other commodity. The markets change overnight and from hour to 
hour the price of fruits and vegetables will go up or down and it is 
admitted that the shipper must know when the traffic will arrive and 
must have reliable service. However, practically all the bills on which 
this exempt traffic moves carry provisions such as the following: 

The truck company hereby assumes full responsibility for any and all losses 
or damage of any nature whatever to said property while in its possession and 
until delivery to consignee at destination, as well as any loss occasioned by any 
delay. 

There is usually a time specified on the bills or an indication that 
it should be delivered by a certain time on a certain date. Sometimes 
the trucker has an excuse and even advises the receiver or shipper that 
he will be late, but no excuse is ever accepted and claims are filed when 
drivers do not make the times on the nose regardless of the reason for 
delay. Also, many of the shipping documents carry penalties if the 
earrier does not call the consignee and advise the time that shipment 
will arrive if late. One in particular has this wording: 


In the event you cannot make delivery as listed hereon you are to call con- 
signee at _____~_ at least 5 hours before unloading time telling him where you 
are at time of call and what time you will arrive at destination. You must 
reice en route if necessary and maintain 30° temperature. Failure to comply 
with the above will result in a $25 fine and loss of our business in the future. 


The following letter was received by me as we endeavor to collect 
freight bills from our members. It is interesting to show what the 


truckers are up against: 
Av@ust 7, 1957. 


Dear Sir: I am sending you this freight bill as I can’t collect it. The trouble 
was the truck broke down and the driver called in and the man told him that it 
would be all right to come in the next day. Then when he was unloaded he 
told the driver he was going to deduct $150 for being late. The driver had to 
carry the melons on out to Long Island and would not pay for this either. I 
would appreciate it if you can and will collect this for me. I have heard he 
has done lots of drivers like this. Please let me hear from you. 

Yours truly. 


Quite often the exempt truckers are forced to give up all shipping 
papers when loads are delivered and they have nothing to support 
their claims for freight charges. 

Following is a letter we recently received showing what can happen 


under such conditions: 
GosHEN, ALA., February 3, 1958. 


Dear Mr. BUCHANAN: Just wondering if you have contacted the receiver of 
the load which I have been unable to collect for. 

My driver told me that the load was signed for as being delivered in good con- 
dition, with no claims noted on the bill of lading. Also, he said the market was 
up due to the weather which had moved into Florida. 

My driver said he was not furnished a truckers copy of the bill of lading. I 
wish to strongly protest this practice of some truck brokers, and to suggest that 
you request all brokers to furnish a truckers copy of the lading. As you can 
see, I have no record of the load; I am completely at the mercy of the * * *. 

Yours appreciatively. 
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Quite often the shippers refuse to pay the 3 percent transportation 
tax as well as other just and legitimate charges, and we quote the fol- 
lowing letter from one of our members received in 1957 concerning a 
load with freight charges due of $400: 


West Patm BEACH, FLA., January 28, 1957. 


Dearg Sir: Thanks very much, * * * for the information you sent us in your 
letter of January 25, 1957, on rates paid to truckers on hauling citrus fruit from 
Lake Alfred, Fla., to Chicago. * * * 

One letter specified for the rate of $1 per box for all loads sent to Chicago, 
plus tax. 

To begin with, * * * . Their rate was $0.90 per box minus the usual 3 per- 
cent tax, * * * 

Appreciating your previous service and thanking you again, I am, 

Very truly yours. 


I am afraid I will have to admit that the safety record of the ex- 
empt carriers is bad, and I am afraid it may get worse. I am sure it 
would improve under Federal regulation as there would be a more 
stabilized rate structure and also carriers would be advised of the Com- 
mission’s ata on the subject. Only 12,571 exempt motor car- 
riers have been served with copies of the ICC safety regulations. 
Accordingly, less than 25 percent of the industry knows of these 
regulations, and I am afraid less than that abide by them. 

The partial regulation of the exempt motor vehicle for safety pur- 
poses is practically no regulation at all. The Commission, in Motor 
Carrier Investigation Report No, 24, says it much better than we can: 

The carrier in this case had formerly been served with our regulations in 
1956. Yet, being exempt from regulation by the Commission except as to 
“Qualifications and Maximum House of Service of Employees and Safety of 
Operation and Equipment,” he was free to operate in the interstate transporta- 
tion of livestock, subject only to those regulations. The exemption from juris- 


diction other than safety appears to lead such a carrier to consider himself 
beyond regulation of any kind. 


One of the inherent requirements in the transportation of fresh 
fruits and vegetables is speed. Not always is the carrier able to put 
2 drivers on the truck and I am afraid that quite often the 1 driver 
has not had sufficient rest, but, due to the exigencies of the trans- 
portation services required, must continue and meet the market 
Seedline. I am afraid that most of the shippers and receivers are 
not interested in how this deadline is met. The following is copy 
of a letter received by me giving this impression : 

Boston, Mass., July 23, 1957. 
NATIONAL AGRICULTURAL TRANSPORTATION LEAGUE, 


Tavares, Fla. 
(Attention: C. A. Buchanan.) 


GENTLEMEN: Referring to your letter of July 10 * * *. We were told to 
withhold payment of charges and to deduct the losses incurred and remit the 
balance. * * * 

* * * has committed himself to specific delivery schedules and time, how he 
acconiplishes this is not our concern. We are not obligated to specify whether 
he sends two or more drivers on a trip, that is his concern. If he uses only 
one driver on a trip that is his problem or violation, not ours. * * * 

Very truly yours, 


Road checks by the safety inspectors of the Interstate Commerce 
Commission have proved that a great amount of the exempt trucks 
are improperly maintained on an average compared with that of the 
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regulated carrier. In a speech on January 29, 1958, at San Fran- 
cisco, Commissioner Walrath gave this information : 

With countless newcomers to the file of unregulated for-hire trucking—en- 
ticed as they have been into the transportation business overnight, and without 
previous experience in heavy over-the-road operations—the Commission has 
encountered a frustrating safety situation. 

Even we had no idea how serious it was until 1957, when, for the first time, 
we conducted 4 natiouwide road checks at more than 150 points, plus a special 
eheck at the Georgia-Florida line. * * * we examined in detail more than 
46,000 interstate trucks * * *. The results which have been published, are 
disturbing as to all types, but what disturbs us most is that 67 percent, or 2 
out of every 3, of the exempt units were found to have 4 or more vehicle or 
driver defects. This would indicate that in their zeal to compete most of your 
carriers are either subsidizing their normal cost of operation by neglecting 
maintenance and gambling with safety, or are ignorant of the minimum 
requirements which the law insists they meet. The threat to the public is 
the same in either event whether it be by intent or through lack of knowledge. 


The results of the Florida road check recently announced by the 
Interstate Commerce Commission on February 26, 1958, showed that 
of the 228 exempt trucks inspected on the principal highways lead- 
ing into and out of Florida during the week ending January 31, 1958, 
there were 83 trucks, or 36.4 percent, declared unserviceable and put 
out of service. The highest percentage of the four groups of car- 
riers involved the authorized carriers, private carriers, exempt car- 
riers, and nonrecord. Of the exempt trucks checked, 90.8 percent 
of the drivers had not even made out their logs showing their hours 
of driving, and 59.6 percent did not have the required doctor’s cer- 
tificate showing they were physically qualified, and 36.4 percent of 
the trucks had defective brakes. 


Exempt truckers have participated in and caused some extremely 
serious accidents. In some cases the facts are almost unbelievable. 
On July 24, 1953, an exempt carrier ran off the road in Alabama and 
the driver was killed and the unit and cargo were destroyed. He 
wrote his brother that he had received no sleep for 4214 hours and 
was taking pills to keep awake. ‘This poor fellow was only 19 years 
old and was eee sound asleep when he ran off the road to his 

a 


death. The ICC regu 
of age. 

On October 21, 1953, a truck loaded with produce struck a fire 
engine in Maryland killing two firemen. The driver’s permit had 
been revoked and he was driving with a stolen permit. He had 
received a bad conduct discharge ticen the Army, had 3 convictions 
of stealing an automobile, and 2 other convictions of theft. He was 
convicted on 7 counts, including 1 of intoxication. It takes 2 pages 
in the report to list the safety regulations violated. 

In an accident on July 24, 1954, in New York, a truck carrying 
milk collided with 16 motor vehicles, doing $40,000 property damage 
and killing 3 persons, including a pedestrian, and injurying 14 others. 
The accident was caused by brake failure due to improper main- 
tenance. 

On September 28, 1956, a truck loaded with grain struck a pas- 
senger car head-on in Nebraska killing both occupants of that car. 
The driver had been arrested previously five times for intoxication. 
The morning of the accident he had several bottles of beer for break- 
fast and bought a pint of whisky, some of which was consumed before 
entering the vehicle. He had driven only 20 miles. 


tions require that a driver be at least 21 years 





232 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


We believe that behind most of the accidents is the complete insta- 
bility of our industry plus the requirement for speedy Delivers of 
the traffic, the fact that the Commission does not know who the ex- 
empt truckers are or how to get in touch with them or advise them of 
the Commission’s safety regulations, and the chaotic condition of the 
rate structure and the transportation by numerous exempt truckers 
for rates so low that they do not permit the use of two drivers and 
sleeper-cab equipment. 

_We will admit there are two sides to this question and that respon- 
sibility under the safety regulations is really ours and not the ship- 
pers. However, it is imperative that the carriers receive an adequate 
return on their investment so they can properly maintain their equip- 
ment and use more than one driver when distance make it necessary. 
We want to give the shippers and receivers of this traffic the type of 
transportation service to which they are entitled, and, in turn, we 
believe that we should have the same advantage and protection as the 
regulated carriers presently have. 

ur rates are now lower than they were in 1946. As one example, 
in 1946 the rate for a box of citrus from central Florida to New York 
City was $1.10 per box. This current season many shipments have 
been made at 90 cents and 95 cents a box. The Consumer Price Index 
issued by the United States Department of Labor in their Bureau 
of Labor Statistics for August 1956 used 1947-49 as a basis and show 
that the cost of fruits and vegetables was 120.7 percent compared 
with the norm showing an increase of 20.7 percent. Transportation 
costs on an average are reported at 128.5 over the norm or an increase 
of 28.5 percent. Exempt-trucking rates are off from 15 percent to 
35 percent and thus have not even kept up with the increase in trans- 
portation costs on an average or the increase in the cost of fruits and 
vegetables. 

The exempt rate on citrus fruit from central Florida to Boston, 
Mass., was $1.25 a box in 1956. Now exempt carriers handle it for 
$1.10. To Detroit, Mich., the rate averaged between 90 cents and 
$1.25 a box in 1956 and now is between 90 and $1.15 a box; to Chicago, 
Ill., in 1956 it fluctuated between 90 cents and $1.05 a box and now 
fluctuates between 80 cents and $1 a box; to Omaha, Nebr., the rate 
has dropped from $1.15 a box to 75 cents a box. Truckloads of mixed 

roduce from central Florida in 1956 to Duluth, Minn., returned from 

750 to $800 a load and now from $410 to $425 a load; to Des Moines, 
Iowa, in 1956 brought $600 to $650 a load and now from $350 to $400 
a load; to Chicago, IIL, in 1956 brought from $500 to $550 a load and 
now from $350 to $400 a load. ; 

These reductions were brought about by several factors, including 
the willingness of regulated motor carriers to handle the traffic for 
less than the exempt carriers. As an illustration, the going rates 
on fruit from central Florida to Atlanta, Ga., were approximately 56 
cents a box in 1956. This has slipped to 40 cents a box. The Great 
Southern Trucking Co. of Jacksonville, Fla., a regulated carrier, ef- 
fective November 14, 1956, offered to haul this traffic from central 
Florida to Atlanta, Ga., for $150 a truckload of 400 boxes which is 
even less than the 40 cents a box charged by the exempt carriers. 

As previously mentioned, while everything else has gone up, the 
rates of the exempt truckers have gone down and we are afraid are 
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going down to a point where we cannot hope to handle the traffic., It 
must be remembered that these exempt commodities, namely, fresh 
fruits and vegetables, are our main haul. For the regulated truckers 
they are wenn back-haul and treated as such. We are always 
there ready, willing, and able to handle the traffic whereas the regu- 
lated carriers show up only when they need a load. We have not 
mentioned this before, but this traffic also is very often a back-haul 
for private carriers who can and do undercut our rates. 

It is not always the fault of the regulated motor carriers that they 
handle the traffic cheaper than we do. Strange as it may seem, their 
services are solicited vigorously by shippers who quote rates to them 
much lower than the usual exempt-carrier rates. We have been able 
to obtain numerous examples of letters written to regulated carriers 
and to give the committee an idea of what goes on we are quoting 
two received by regulated motor carriers from shippers seeking service 
in the transportation of exempt traffic for stated rates, which, in each 
instance, are lower than ours. 


The first letter is from a company in St. Louis, Mo.: 


NOVEMBER 7, 1957. 

GENTLEMEN: We secured your name from the State of Missouri as holding an 
exempt commodity permit. * * * 

We load grain in the following States: Minnesota, Iowa, Illinois, Missouri, 
southern Kentucky. 

We deliver grain to the following States: Oklahoma, Arkansas, Louisiana, 
Mississippi, Alabama, Georgia, Florida, North and South Carolina. 

Although grain is not the best paying commodity, it is an exempt commodity 
and it will give you a back haul. * * * 

Cordially yours. 


In the second letter you have an illustration where the shipper sets 
his own rate, something unheard of in regulated transportation 
service : 


Fort WortH, Tex., September 2, 1957. 

GENTLEMEN: Phone us for grain hauls Abilene, Tex., area to Brawley-Imperial 
Valley, 52 to 53% cents; Los Angeles, Calif., 55 to 57% cents; Little Rock, 
Calif., 58 to 60 cents; Modesto, Calif., 62 to 65 cents; east Texas, 20 to 22 cents; 
Shreveport, La., 25 to 27 cents; Georgia, 60 to 65 cents; Utah, 53 to-55 cents; 
Boise, Idaho area, 65 to 70 cents. 

We have hauls back from Iowa, Minnesota, North and South Dakota and 
Illinois. Phone us for up-to-minute rates. 

* * * Phone collect and if we have load will accept call. * * * 


In the magazine Quick Frozen Foods, August 1957, the president 
of a regulated motor carrier has criticized the exempt haulers. We 
agree with some of these criticisms and believe that regulation would 
cure the matter. As an illustration he says: 

Another deficiency of exempt haulers is their lack of representation, always 
a vexatious matter when the packer is trying to contact someone who will 
straighten out a damage claim for example. * * * One may question whether 
these types of claims are collectible from the exempt hauler, especially when 
such claims may amount to more than the freight charges. If the claim comes 
to more than the freight charges the chances are you will never see the offending 
exempt hauler again. 

This is true to some extent, although we have many members who 
pay claims immediately and have the highest reputation for pro- 
tection of the shipper’s interest. On the other hand, we admit there 
are numerous others who do not do so and it is very difficult to locate 


them. 
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Again, we contend that with regulation the country would have a 
group of responsible motor carriers, just as responsible as the regu- 
ated haulers. Remember that with regulation truckers will not 
float in and out of the transportation of these commodities. We will 
have a protection against unbridled competition just as the regulated 
carriers are now protected. If more trucks are needed to transport 
the traffic we will buy the trucks to do so. Now there is no way to 
tell whether there will be 10 or 1,000 trucks available any morning 
to handle fresh fruits and vegetables from the larger markets in 
Florida and the other States. Very few want to risk the sums neces- 
sary to build up large fleets such as are operated by the regulated 
carriers. 


Another criticism of this regulated trucker was: 


Most of the exempt truckers lacking practically any organization of any kind, 
do not have accurate figures on costs, maintenance, claims, and the many other 
important aspects that comprise an efficient transportation operation. This 
lack of proper cost figures leads to large turnover in trailer ownership which, 
in turn, causes a chaotic condition in exempt commodity rates. 

We could not say this better ourselves. In other words, he took the 
words right out of our mouth. With regulation and the protection it 
offers we will have organizations with accurate costs on maintenance, 
claims, and other aspects of efficient transportation operations, and 
there will not be this large turnover in trailer ownership which is one 
of the causes of the chaotic condition in exempt commodity rates 
today. 

Exempt commodities are all we transport and we cannot transport 
them at a loss and stay in business, although we are sure that quite a 
few of our members and many of the regulated motor carriers are 
doing just this in order to get traffic. 

dade from the advantage to us and to the regulated carriers, we 
believe there is also a decided advantage to the public in general to 
have all forms of transportation regulated. Otherwise it is impossible 
to justify regulation of one form of transportation. When the Motor 
Carrier Act was first passed, the transportation by motor vehicle of 
these exempt commodities was a very minor part of the transportation 
of the country. Now, as shown, more trucks are engaged in exempt 
operations than are used by the regulated carriers. 

For the reasons stated above, for the good of the trucking industry 


and the public at large, the Oe ae of exempt commodities, in- 


cluding fresh fruits and vegetables should be regulated just the same 
as any other traffic. We can give equal and better service to the ship- 
pers under regulations. 

The Congress has an opportunity at this point to do something about 
the chaotic situation presently existing in the transportation of exempt 
commodities. We do not believe that anyone has or will testify m 
these proceedings who will not admit that conditions exist which re- 
quire action by the Congress. 

Regulation will promote safety on our highways, and we do not 
believe this committee will overlook this opportunity to perform a 
great public service placing this large group of motor carriers under 
regulation. We are talking for ourselves now. We are tired of listen- 
ing to various agricultural interests claim that they speak for us. There 
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is no valid reason why our operation should not be placed under 
regulation. 

At the present time, due to a lack of supervision and compliance with 
the safety regulations, the operations of exempt truckers actually en- 
danger the lives and property of the public on the highways. The 
Commission has admitted that they have been able to locate approxi- 
mately only one-fourth of these truckers and have been uable to contact 
the rest of them except by placing posters at various truck stops. 

If you would take a vote among exempt motor carriers I feel reason- 
ably sure that you would find that the majority would vote for regu- 
lation. At least we know that our league requests that they be regu- 
lated, and on the basis of the information we have given to you we 
believe that we have established that it would be in the interest not 
only of the exempt motor carriers, but also in the interest of the public 
to amend section 203 (b) (6) of the Interstate Commerce Act as is 
proposed in H. R. 5823. 

e understand that the Department of Agriculture will oppose 
H. R. 5823 and contend that there should be no change in the existing 
exemption provisions of the Interstate Commerce Act. This will no 
doubt be based, at least in part, upon a study which was conducted by 
field representatives of the Department on the effect of the exemption 
as applied to the transportation of fresh and frozen poultry which we 
understand has been completed. One of the primary findings which 
we understand was made was that from a comparison of truck rates 
charged by regulated and exempt carriers from 1952 to 1957 there 
was a showing: 

Rates in the 1956-57 period were approximately 33 percent below the 1952 
level on fresh poultry and 36 percent below the 1955 level on frozen poultry. 

This fact is given to support the contention that there should be no 
change in the exemption, and apparently it is to show an advantage to 
agriculture. 

It may be an advantage to agriculture, but it certainly was hard on 
the trucks in the meantime. How can anything cost less in 1955 than 
it did in 1952 without someone suffering? The prices on everything 
else have gone up, but still the Department would use this as a reason 
for not passing H. R. 5823 even though we are sure the price of agricul- 
tural commodities and, of course, of poultry went up in the meantime. 

We believe that the Department of Agriculture will have to admit 
that the exempt carriers are providing a service of tremendous value 
to agriculture and that they meet an existing need. ‘This being true 
we believe they are entitled to compensation for their services and 
that they should have the protection of regulation as well as the other 
carriers which would result in the elimination of the present chaotic 
rate structure previously mentioned. 

In a statement of George A. Rice, Director, Special Services Divi- 
sion, Agricultural Marketing Service, before the Surface Transporta- 
tion Subcommittee of the Senate Interstate and Foreign Commerce 
Committee, March 27, 1958, in objecting to any change in the existing 
exemption provisions the following statement was made: 

To legislate these carriers out of existence so that the traffic could be handed 
over to other carriers probably at higher rates would not serve the public in- 


terest, but would serve only the interests of the railroads and regulated motor 
carriers. 
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We add that no one seems.to worry about the interests of the exempt 
truckers which we find to be a usual state of affairs. We believe that 
the Department of Agriculture has entirely missed the point of our 
proposal and the so-called exempt carriers would not be legislated out 
of existence. With a grandfather clause, as we propose, the exempt 
carriers would continue to handle the same traffic in the same way 
as they have in the past. The passage of H. R. 5823 would not neces- 
sarily result in turning all of the exempt traflic over to regulated car- 
riers, but would, instead, only regulate the exempt carriers, which is 
exactly what we believe would be in the public interest. 

This is the first time we have testified before any House committee, 
and, since it is the first time to testify, I would like to take just a 
minute or two to give you a brief: background of the organization so 
you will understand that. 

Two years ago I was asked to look into this organization as a con- 
sultant. I looked into the organization. I found out at that time 
that it did not represent the truckers in the way I felt they should 
have been represented. We started a program of area meetings, and 
through these meetings and mail contact we have been in touch with 
the truckers themselves, and the operation that we are following is 
basically following the pattern of organization of American Trucking 
Associations here in Washington, D. C. 

From 1946 to 1953 I was general manager of American Trucking 
Association’s Motor Carrier Directory, which was printed and pub- 
lished in Atlanta, Ga. 

There are many truck brokers who are in our organization, and 
these truck brokers also own trucks, and, as truckowners, they natu- 
rally are truck operators. In fact, 75 percent of the current truck 
broker membership on the board of directors are active truckowners. 
Last year the directors owned in excess of 200 trucks, and I have not 
made a survey of that for this year, but the current figure I am sure 
will run higher than that. 

Occasionally I hear criticism that there are some members on our 
board of directors who are allied members, such as equipment people 
and insurance men, those that serve the industry. 

I think it is obvious to all of us that your individual trucker, as 
he tries to eke out his living, is unable to participate in regular meet- 
ings of an association. That is why we spread our meetings over wide 
areas, so he can attend as many as possible. However, these supply 
people are in daily touch with that man. They know his problems. 
They know his headaches. In addition to that, they even may have 
to repossess and cancel out due to nonpayment. So they are very 
effective members of our board of directors. 

We also have a plan where truckers can pay $1 per truckload into 
our organization, and that is one way of raising our funds, and an- 
other important reason why truckers are active in our organization is 
the simple fact that we serve them. 

You gentlemen remember this truck a month ago that jumped into 
the Potomac River over here in 35 feet of water. That trucker re- 
ceived $400 in emergency relief funds from our organization, and, of 
course, where a trucker can get relief funds and other forms of assist- 
ance, naturally he is interested in that type of an operation. 
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There are many fine shippers and growers. There are many fine 
receivers. There are many fine truckers. At the same time there 
are some who may not be so fine, whether they are truckers or some 
other individuals. The examples that I am going to give you here, 
and have given in the written statement, are not intended to be a dis- 
credit to any individual, to any grower, shipper, receiver, or to any 
trucker or to anyone else, but the examples that I give are intended to 
strike as hard as I know how at a chaotic mess in this field of trans- 
portation. 

At one time the rates for trucking of these commodities were more 
or less uniform, but today there seems to be no uniformity, and it 
started that way several years ago, and it seems to be deteriorating. 

As far as Florida is concerned, it is much worse this year, perhaps 
due to the freeze that we have had there in Florida. But at the 
same time it is very bad in other sections of the country, and it has 
been bad in other sections of the country prior to this season, as it 
has been bad in Florida prior to this particular season. 

For example, I am reliably informed that in 1 of the other States 
1 of the equipment men has repossessed several hundred pieces of 
equipment simply because the conditions are so bad there due to the 
poor transportation rates. 

When we talk about these rates it is just a mystery to us as to how 
the farmer or grower can maintain any kind of a stable market when 
his neighbor may pay more or less for the transportation cost of 
the same commodity. 

What I am trying to bring before the committee is nothing new at 
all because when we go back to the early days of the railroad there 
was a chaotic condition there. I happened to work for the Standard 
Oil Company of New Jersey, and I made a study of that company. 
I know that John D. Rockefeller upon the founding of that company 
was severely criticized because at that time he used the rails to the 
advantage of his company, and that was the common practice at that 
time. 

I also am reliably informed that prior to the inception of the ICC 
many farm organizations did not like the treatment that they hap- 
pened to get from the railroads, and they requested regulation of 
rates, and the ICC was formed. And it seemed that these chaotic 
conditions did fade into the background with respect to the railroads. 

A similar situation developed with respect to the motor carriers 
who now are certificated, and in 1935 they became regulated and the 
chaotic conditions there seem to have slipped into the background. 

I understand also that the aviation industry, with respect to trans- 
portation rates, had a very chaotic situation, and the Civil Aeronautics 
Authority was formed in 1938 to take over this particular branch of 
the transportation system. So that is the key point here, that if regu- 
lation is needed in all other forms of interstate transportation, then 
why is it not needed in this form of transportation ? 

Just to take a very simple illustration, let’s assume you three gen- 
tlemen were at the ticket line at the railroad station or at the airport 
to get a ticket, and let’s assume I happen to be first in line and I 
happen to be arguing and chiseling about the rate. I didn’t want to 
pay whatever the published rate was. I wanted to get some better 
advantage. Certainly you three gentlemen would be fussing and 
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fuming about that, and when we apply it to the general forms of 
public transportation we can see what a ridiculous situation it is 

I have made statements that are critical of this general situation, 
and, as a result of statements that I have made, I have been subjected 
to criticism. I have been subjected to criticism by telephone, I have 
been subjected to criticism in writing, I have been subjected to personal 
criticism. Yet, within a very short time of the criticism that has been 
offered, I have had a trucker, for example, come into my office and 
give me a statement with respect to his specific problems. His specific 

roblems were that he was having difficulty in getting loads at any 

ind of satisfactory rate, and he said, “Buck, here I go to the large 
office of a shipper and they give me certain information. They give me 
a rate sheet and then they tell me I have to see the man who handles 
the trucks.” And he says, “Well, the rate isn’t $1.25 to that point, 
The rate is $1 to that point.” 

By the way, if you are interested in any trucking business with this 
organization, it is my custom to get $10 per truckload for any services 
in connection with the procuring and dispatching of that particular 
truck. That is just one simple illustration. 

Another big problem in this field is the question of claims. We 
had a severe storm this past February when the blizzard hit in this 
area. A trucker was late getting into New York City, and we have 
information in our files from the shipper, and it is regarded as reliable 
information that even though the trucker was late due to the other 
loads not getting in, the fruit brought a premium in the New York 
market. Yet the receiver deducted $193 from the freight of the 
trucker. 

We have another situation that occurred within a short time, the time 
I was criticized, where a trucker again was in a storm getting into the 
Midwest area, and that particular trucker had a deduction of $189 
made from him. 

We invite these truckers to let us have their troubles or their prob- 
lems. We will do what we can with them. In that instance, I wrote 
to the receiver in Cleveland and said: 

The trucker says he got in a little bit late due to the storm, but he doesn’t feel 
that any deduction should be made because his bill of lading was signed showing 
that the merchandise was delivered in good shape, and I would like to know if 
you cannot pay the trucker that $189 that was deducted. 

In this particular case, the receiver wrote back very promptly. He 
wrote a short letter saying, “Yes, the trucker was late, the fruit was in 
good shape, and they paid full freight to the shipper.” 

I have written to that shipper twice. I sent a wire to that shipper 
asking the basis for the deduction. I have not received a reply. 1 
expect to make a personal visit within the next week if I have not 
received some official reply. 

Going back to 1928, I happened to work at the Standard Oil plant 
just down here at South Capitol and I Streets. That was my first 
experience in public transportation. We would have some claims on 
a shipment coming in, but we would pay the railroad full freight and 
then we would present our claim for damage there. 

So, those are some of the important problems that are involved in 
this situation that we are talking about here. 
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We have heard some talk about rate reductions. Just yesterday, 
the railroads were complaining that they just didn’t know what their 
competition was. I can understand their position there completely, 
and, without the slightest question, they have a legitimate gripe, in 
my opinion. Qn the other hand, while they don’t know what their 
competition is, they are = some wild swings with a meat cleaver 
because on the Georgia peach deal, just to use one example, the Central 
of Georgia has issued this letter that the current rates, with some little 
deviations, will be 25 percent less than the rate a year ago. So that 
certainly seems to us to be in the nature of a destructive, competitive 
practice which is contrary, as we understand it, to the national trans- 
portation policy. 

Keep in mind I am not being critical of the railroads, because we 
understand the serious problems that the railroads are faced with 
there. But, just as the rails can cut their rates, the certificated motor 
carrier on the trucking of the perishable commodities can cut his rate, 
also, and, if the railroads wish to criticize the exempt trucker for not 
having published rates, they have a valid criticism. However, that 
same criticism will apply to the certificated motor carrier who, also, 
does not file rates for the perishable haul. That has been attested by 
cases before the ICC, and I followed that case through very thor- 
oughly, and it is just a plain situation that everybody can cut every- 

y’s rates, it seems, and nobody can do anything about whatever 
cutting may be done. 

So, it is just a very unsatisfactory situation all the way around. 

I heard, a couple of days ago, that one of the problems may be that 
somebody would want a truck and there would be no tariff on file if 
the exempt trucks were to come under regulation as to Federal tariffs. 
With respect to that, the tariffs can always show the rates to a key 

int and then have some other basis for points beyond, a mileage 

asis or some other way; there are always ways of working that out. 

There are many unfair rules that the exempt trucker is required to 
operate under, and I am not going to attempt to go into all of those, 
but I do urge that you gentlemen give some attention to the illustra- 
tions in the prepared comments that I have given. 

I also want to acknowledge that there is some progress being made 
on some of these problems. For example, the International Apple 
Association has set up a trucking committee, and that trucking com- 
mittee has made some headway with respect to a uniform ill of 
lading. And they plan, I understand, at their summer meeting to 
take up further subjects of interest under the category of the truck- 
ing committee. However, while good efforts have been made with 
respect to this bill of lading, I, personally, do not happen to know of 
its general usage, and the bills of lading that come in to me from these 
truckers as they send in their kicks and complaints do not show that 
that bill of lading is in wide use. 

I serve as a consultant on that committee, and I am going to do all 
I can to encourage greater use of that bill of lading. Also, I plan to 
try to make a canvass of a number of shippers to see what can be done 
to help have a wider use of that bill of lading or any bill of lading 
that will provide a reasonable basis for that sort of thing. 

An inherent right of all carriers for hire is to withhold delivery or 
to refuse to make delivery and take possession of the cargo if the 
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transportation charges are not paid. That doesn’t seem to be the 
case in exempt trucking, and, in many instances, a claim will be 
filed and, if the driver refuses to unload the truck, then the shipper 
may take over the truck and remove the contents. That is in ac- 
cordance with some of the provisions of the bills of lading that are 
now being used. 

One of the most unfair deductions of freight that has come to m 
attention dealt with some loads of cucumbers going out of Thomas- 
ville, Ga., last summer into New York State, general area of Buffalo. 
The trucker called me and said, “Buck, I can’t collect my freight on 
these loads. What should I do?” 

He explained the situation to me, and I said, “Well, Dick, it looks 
to me as though you need legal help. You get hold of this attorney 
and let this attorney handle it for you.” This attorney did a good 
job in digging out the facts. 

In digging out the facts, he developed that, through the Depart- 
ment of Agriculture inspection, the receiver did have a legitimate 

ripe. The gripe was that there was damage in the cucumbers, 

owever, it also showed that that damage was due to too much water 
in the growing stages. Yet the trucker did not collect his freight, 
and, as far as I know, that freight is still unpaid, and it is unpaid, 
gentlemen, for one reason—the trucker signed the bill of lading that 
the merchandise was received in good condition. 

Well, a trucker, to begin with, is not a qualified inspector. If he 
has a stack of boxes of this, that, or the other, he doesn’t know the 
contents of that, because he just isn’t a qualified inspector. And 
then, secondly, even if he happened to be a qualified inspector, which 
would be purely sebidental, hs would not, physically, have the time 
to make that type of an inspection. 

So, those are some of the problems that we are faced with. We have 
other problems that I will skip over and get into the question of the 
safety record of the exempt trucker. 

There is a tremendous amount of time pressure on this exempt 
trucker. As I pointed out in the prepared testimony, we had an 
occurrence which started just outside of Washington here, at Laurel, 
Md. A trucker was on his way to New York, and, per instructions, 
he phoned from Laurel, Md., for instructions. He was told to go to 
the Delaware Truck Terminal, to call from the Delaware Truck 
Terminal. He called New York from the Delaware Truck Terminal 
and was told, “You go on to Boston, and you have to be there by 3 
o'clock.” Three o’clock the next morning. It was then 2 o’clock that 
afternoon. 

The trucker had inadequate rest, and he just didn’t make it into 
Boston in time, and yet when we tried to get freight for that trucker 
we were unable to get his freight because we were advised that they 
were not obliged to specify whether 1 or 2 drivers were sent on that 
trip. 

That is the trucker’s concern. If he uses only one driver on the trip that is 
his problem or violation ; not ours. 

To some extent that may be true. It perhaps is the trucker’s prob- 
lem, but with the rates that are now being paid, if they will not 
support 1 driver and equipment how in the world can they support 2 
drivers and equipment. 
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There are instances where the shipper will establish his own rates. 
I have previously given some illustrations of that. In talking to a 
large trucker, for example, he tells me, “Buck, I don’t care so much 
what the rate is, but while I don’t care so much what the rate is I 
would at least like to have a stable rate and, in having that stable 
rate, I would at least know what we were going to get.” 

So we say that we think it is only fair and proper that we be 
placed under regulation. It might be advisable for you gentlemen 
on the committee to consider setting up a fact-finding committee, 
and if you do consider that to be appropriate I do urge that you have 
the exempt trucker represented on that committee. However, the 
present practices certainly seem to violate the national transporta- 
tion policy of the Congress of the United States. _ 

In closing I would like to make just a very brief comment. As I 
mentioned, I have been subjected to.some criticism. Perhaps some 
of it may be justified. If so, I will be glad to look into it, and I 
have issued a letter inviting comments, suggestions, or criticism. 
But at the same time I have testified before the Surface Transporta- 
tion Subcommittee in the Senate, and I have here a copy of a letter 
that was sent to Senator Smathers after I testified by one of the 
larger shippers in Florida, and this shipper advised Senator 
Smathers : 

It is the writer’s feeling that Mr. Buchanan has made a factual, sound, un- 
exaggerated case for the members of the organization he represents and for the 
entire exempt truckers’ industry. 

Further, I would like to make a part of the record, if I may, a 
copy of Florida Citrus Growers letter No. 127, dated March 20, 1958, 
on the subject Should Truck Transportation of Fruits and Vege- 
tables Be Subject to Rate Regulation? This bulletin was aki 
Mr. E. W. Lins, manager, eastern division of American National 
Growers Corp. In authorizing me to use this letter he wants me to 
make sure that he is not trying to take a position for the rails. He 
is not trying to take a position for the trucks. However, he says: 

We are trying to carry the torch for our own industry, and I am afraid that 


if this went out without carrying that notice it would appear that they were 
trying to cover the waterfront. 


So he advises that he is carrying the torch for his own industry, 
the grower and shipper. 
(The material referred to follows :) 


Fioripa CriTRv0s GROWERS LETTER No. 127 
Marcu 20, 1958. 


SHouLp Truck TRANSPORTATION OF FRUITS AND VEGETARLES BE SuBJECT TO 
RATE REGULATION ? 


The attached is more voluminous than our usual letter, but we consider the 
subject of sufficient importance to deserve your study—whether you agree with 
us or not. We hope you'll find the time. 

E. W. Lins, 
Manager, Eastern Division. 


We're sure that we violate no confidences by stating that in an executive 
committee meeting of the Growers and Shippers League of Florida, held March 
14 at Orlando, the writer cast the sole vote against the league taking a stand 
opposing any regulation of the so-called exempt carriers. This refers, of course, 
to those trucks hauling agricultural commodities and not now under ICC 
regulation. 
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We asked the maker of the motion what was meant by “exempt” and in chorus 
were told the same thing we have mentioned in the immediately preceding sen- 
tence. Actually, what we wanted to bring out was the fact that we favored 
these trucks remaining exempt from any hampering regulations which might 
be imposed by the ICC other than a compulsory unified rate structure. 

First, let us point out that neither this company nor the writer has any 
financial or personal interest in rail or road carriers—further, that we respect 
their ability to each fight their own battles for survival and we have none 
but a spectator interest in these battles. The writer’s sole purpose in taking 
the stand he does is because he is vitally interested in protecting the grower, 
shipper, and those organizations or individuals who market their products, 

We shall touch on rail transportation but briefly. According to USDA 
Market News statistics, through shipments of March 13 this season only 37.4 
percent of Florida fresh citrus moved by boat and rail. To a like date last 
season 37.7 percent had so moved. Has then, the complicated, partially reduced 
rail rate structure for this commodity restored to the rail carriers any business? 

On vegetables, no historical figures of comparison having any value are 
available due to the freeze and flood conditions existing this season to date, 
Rail carriers have instituted a highly variable rate structure on vegetables, 
which is effective only to destinations in a certain area. The basis is that the 
more heavily you load the cars, the cheaper per package your freight rate 
becomes. Mathematically it sounds logical but we wonder if when sufficient 
movement of these heavily loaded cars—especially in the warmer weather 
ahead—develops, the damage claim may not far exceed any rate savings, 
Further, we look with interest to the reaction of the rail carriers’ freight 
claim departments on paying claims for loads far heavier than were the 
World War II minimums. 

The cumbersome, outmoded, obsolescent basis of rail ratemaking for fresh 
fruits and vegetables is utterly unreasonable in the light of 1958 marketing 
for these commodities. This, together with packinghouse to warehouse (or 
store door) delivery of road carriers—usually in quicker time—and frequently 
with the lading in better condition, has caused us in the fresh fruit and vege 
table industry to turn with an increasing volume to the exempt truck carriers. 

As an example of the absurdities involved in rail ratemaking, the freight 
rate on a Howard crate of celery from Sanford, Fla., to Decatur, IIL, is 69 cents 
for a 560 crate load. To Chicago, 172 rail miles away, it is $1 or approxi- 
mately 45 percent higher than to Decatur. Hundreds of other examples could 
be cited. 

Our fresh fruit and vegetable industry needs these presently exempt truck 
earriers. It requires safe, fast-rolling, modernized, over-the-road equipment, 
operating under a sound and sensible rate structure based on mileage modified 
perhaps by terrain traveled. These trucks must remain exempt from route 
regulation and must retain the flexibility of operation our industry requires. 

The writer’s position is firmly and irrevocably that in the best interests of 
our producers and those who efficiently handle their marketing, these trucks 
must remain competitive with each other in service but not by subject to 
cutrate chiseling as a means to temporarily develop more business. 

A regulated truck rate structure would because of its very nature have an 
automatic ceiling—it could never become exorbitant or out of line. A carlot 
(trucklot) receiver of fruits and vegetables could not even at today’s level of 
rail stocks well buy a railroad. However, should exempt truckers develop a 
rate structure higher than cost plus a nominal return on investment, the trade 
or perhaps the shippers would purchase their own truck fleets and pick up 
with their own vehicles fruits and vegetables from shipping areas. Thus, 
we have assurance that should truck rates be regulated, such rates must stay 
at or below an acceptable maximum. 

A recent road check of interstate trucks to determine compliance with ICC 
safety regulations was conducted by the Bureau of Motor Carriers on all prin- 
cipal highways leading into and out of Florida. Of 1,138 vehicles checked, 
349 or 30.7 percent disclosed serious mechanical defects, primarily involving 
braking systems. Defects or deficiencies of vehicle or driver were found in 
40.7 percent of the authorized carriers, 72.79 percent of the private carriers 
and 79.4 percent of the exempt carrier vehicles. Why? Almost certainly 
because both vehicle and driver of the exempt carrier were wheeling too long 
and too fast for proper checkups, competing with each other for a minimum 
existence. 
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However, we are not here interested in debating safety of the road, idealistic 
issues, social reforms, or fair returns on investments. Our position, we repeat, 
is based solely on proper marketing—hence adequate returns to the producers 
of fresh fruits and vegetables for whose benefit very largely exempt carriers 
originated. 

Let us assume a fair truck rate from Florida origin X to market Y is $1 (a 
little more or less—almost always less—than rail plus terminal cartage). Two 
customers from market Y purchase a load of citrus each at $3. Customer 1 is 
perfectly willing to pay the fair $1 trucking rate. Customer 2 places his order 
“provided we can get an 80-cent truck.” Usually there’s some lad anxious to 
get home and see the wife and kids, to make a return load, or to squeeze out 
an overdue payment on his truck. He rides for 80 cents. Thus customer 2 can 
make sales to his trade at $4 with a 20-cent profit while customer 1 with sales 
at $4 would exactly break even. 

Customer 1 having met his competitor’s price in the market place must cut 
his delivered price to $3.80 for a nominal profit, and automatically the market 
has sronped to $3.80 delivered in market Y, which refiects on adjacent market Z 
as well. 

Three dollars and eighty cents now being the delivered market, customer 1 
must buy his repeat load to meet this market. Salesmen at origin X this time 
ean’t find the cutrate trucker willing to ride for 80 cents, due to a temporary 
shortage of trucks. He then must either take $2.80 f. o. b. or pass the valuable 
business of his regular customer. 

There are dozens of ramifications on this truck rate situation—none good for 
the grower. That one cutrate truck may well in the final analysis cost him 
thousands of dollars and depress the entire market in a given area. 

Then there’s another angle: Crops are maturing rapidly—shipments ex Florida 
on fruits and vegetables are heavy. There’s a blizzard in the North. Turn- 
arounds on refrigerator cars are slow. Trucks are searce. The lad who rode 
for 80 cents last week is back empty. Sure, he’ll ride to market Y, but his price 
today is $1.25. The salesman has confirmed his order based on the standard 
$1 rate, but he knows his competitor is short on trucks, too, and would pay 
the asking price, so he absorbs the difference and his shipper—or grower—then 
gets but $2.75 on a $3 market. 

There is no place in the marketing picture for varying rates of transportation 
covering identical service. They must remain fixed and published. This was 
proven in the early hectic days of the railroads, and is as factual today as it 
was then. Rebates, kickbacks, gratuities, and cut rates in any form are not only 
unmoral but will wreak havoc with any form of transportation system to where 
ultimately it will not merely be a survival of the fittest—the whole system will 
break down. 

Why don’t the truck brokers, those necessary middlemen whose services are 
required to bring together the many 1- or 2-vehicle owners with the shippers 
desiring transportation services, agree on fair rates among themselves? Why 
does virtually any voluntary, unenforceable agreement break down? It’s been 
tried, and never for any protracted period been successful. Sooner or later the 
exempt truckers will not be exempt from rate regulation. Can we in this in- 
dustry wait it out in the interim through blindly fighting any more Government 
regulation, put not only the little people in the trucking industry out of business 
but cost ourselves millions because of the existent variable, unstable status of 
truck rates? Today the efficient, trained salesman or receiver, experienced and 
able, becomes ineffective against the chiseler whose sole claim to fame is that 
he can get a trucker to ride for less. 

The chiseler isn’t helping the grower, the shipper, or himself. He’s merely 
helping to put our own industry and the exempt trucking industry into chaos, 
unrest, and to ultimately so weaken the structures of both that our rates, both 
truck and rail, will rebound upward to an untenable high. 

In the early days of the then new over-the-road transportation system the 
writer, too, would have voted the other way. Today, with some two-thirds of 
our fruits and vegetables moving via truck, it is to grower and shipper interests 
that their industry be stabilized. Let’s face the facts and change our position 
in the light of today’s irrefutable facts. 


Mr. Bucuanan. Just one other point from a shipper. 

The San Luis Valley Potato Administration, Monte Vista, Colo., 
are appearing in opposition to this bill H. R. 5823. Yet in their pre- 
pared statement they propose that there be a provision to establish a 
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regulated or published rate for all motor carriers operating under the 
exemption. They point out how the present practices are costly to the 
grower. In fact, they say: 

It is obvious the eventual loser in this situation is the grower. He is the party 
in the interchange of events who must absorb the loss. 

Those are both shippers who transport many thousand carlot equiy- 
alents of potatoes and other items. As far as the picture is concerned, 
I would like to make this one final statement. 

From 1941 to 1944 I happened to be employed with the United 
States Department of Justice. While I was with the United States 
Department of Justice I happened to read an article on payrolls and 
probation that was written by a Federal prisoner in the Atlanta Peni- 
tentiary. This prisoner said that the comments may seem out of place 
considering his situation, but he said if you are able to consider the 
lowly oyster and if a lowly oyster were to make some comments about 
oyster stew, that perhaps the general breed and brand of oyster stew 
might thereby be improved. With that thought in mind I am going 
to ask that you listen closely to Bill Brady, of Perishable Commodity 
Carriers Corp. in Texas, because he is an active trucker. I am not, 

Thank you very much, gentlemen. 

Mr. Rocers. Thank you, Mr. Buchanan, for a very good statement. 

Do you have any questions, Mr. Hale? 

Mr. Hare. No; I have no questions. 

Mr. Rogers. Mr. Younger. 

Mr. Youncer. Just one. 

How many of your members are actual farmers ? 

Mr. Bucuanan. We have no farmer members to my knowledge un- 
less it might be possible that they incidentally own a little bit of equip- 
ment and might be members through the ownership of equipment. 
But we have no membership generally from any farmers. 

Mr. Youncer. That isall. 

Mr. Rocers. Mr. Buchanan, your general attitude in your testimony 
is to the effect that the answer to this problem lies in regulation and not 
in freeing the railroads to compete with the exempt truckers as there 
was talk about here yesterday ; is that correct ? 

Mr. Bucnanan. I feel very strongly that that is the proper way 
to go at this problem, and I am particularly glad that you asked me that 
question because if you will go into the official figures of the Interstate 
Commerce Commission for the year 1955—I think it is the Bureau of 
Cost Finding and Accounts—they issued figures that showed that in 
1955 there were 10 items that were loss leaders for the railroads, I 
don’t recall the items, but they were predominantly those in the fresh 
fruit and vegetable field. 

I am just quoting from memory, and the figures will speak for 
themselves in that report, but, for example, let us take celery and other 
fresh fruits and vegetables that would have needed in 1955 increases 
running up as high as 35 percent for the railroads then to have equaled 
a breakeven point in their operation. Since that time I believe it is 
quite general in the Texas area and in the South that there have been 
substantial reductions in the rail rates. So, if there have been sub | 
stantial reductions on items which already were losing the rails money, 
how would greater freedom help the rails? How would greater 
reduction help the rails? In fact, in the Florida Citrus Growers 
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letter there is a specific point made that reduction in rates by the rails 
has not seemed to help them with respect to citrus situation in Florida, 
But I would suggest that that be considered also by your committee. 
And basically also in that same tabulation there is a list of the 10 
items that give the greatest profit to the rails. Predominantly those 
were the manufactured items, and I in all sincerity ask this question : 
why should the rates on manufactured goods be high enough to re- 
ward the carrier when he has to lose money on the trucking perish- 
ables / 

Mr. Rocers. Then, Mr. Buchanan, you feel that if the exemption 
were extended to include the rails and presently regulated carriers 
that it would work to the detriment of the producer and also the 
present exempt trucker ? 

Mr. Bucuanan. I certainly feel that, sir. That is why I brought 
in these statements of the two shippers there to show that at least I 
am not alone in the viewpoint and we just cannot understand, sir, how 
there can be any uniformity in a market where, say, you are getting 
your transportation for one rate and this gentleman is getting his at 
10 cents less and this gentleman is paying 10 cents more than you are. 
Sometimes that is what can and does happen. 

If we look at manufactured goods for just a moment, if a person is 
in the appliance business buying refrigerators, certainly he is entitled 
to compete in the appliance field with the knowledge that at least they 
are paying the same basic transportation rate because it is through a 
system of published tariffs so that if that has been found necessary in 
the orderly marketing of our many, many millions and billions of 
dollars worth of manufactured goods and if from the transportation 
end that has been found necessary from the point of view of transpor- 
tation specialists going back into the last century, then why is it not a 
proper view at this time to have all modes of transportation regulated 
or have all modes of transportation unregulated. 

Mr. Rogers. Thank you very much, Mr. Buchanan. 

Mr. Bucuanan. Thank you, sir. 

Mr. Rocers. Mr. Brady, I believe, is our next witness. 


STATEMENT OF W. T. BRADY, EXECUTIVE DIRECTOR; ACCOM- 
PANIED BY FRANK HAND, WASHINGTON COUNSEL, PERISHABLE 
COMMODITY CARRIERS ASSOCIATION, INC., SAN ANTONIO, TEX. 


Mr. Brapy. Sir, my name is W. T. Brady. I am from San An- 
tonio, Tex. I am executive director of the Perishable Commodity 
Carriers Association, Inc., a nonprofit. organization incorporated un- 
der the laws of the State of Texas, with offices in San Antonio, Tex., 
composed of motor carriers for hire transporting commodities which 
are exempt from Federal regulation under section 203 (b) (6) of the 
Interstate Commerce Act. Most of our members have offices in the 
State of Texas and operate in the neighborhood of 1,000 motor ve- 
hicles in long-haul operations in the Southwestern part of the coun- 
try. Our operations also are between the fruit and vegetable grow- 
ing sections of Texas and Arizona on the one hand and points in 
the Far West and west coast on the other. This organization is rather 
new and was formed primarily due to the chaotic rate situation which 
has developed in connection with the transportation of this traffic 
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and also the claims, kickbacks, rebates, and chiseling which has grown 
up in this industry all to the detriment of our members. 

It is our position that the national transportation policy of the 
Congress provides for fair and impartial regulation of all modes of 
transportation, so administered as to recognize and serve the inher. 
ent advantages of each, to promote safe, adequate, economical, and 
efficient service and foster sound economic conditions in transporta- 
tion and among all carriers, to set and enforce reasonable cha 
for transportation service without discrimination or undue rele 
ences and advantages. To properly carry this out we feel thet all 
modes of transportation by motor carrier for hire should be under 
Federal regulation and for that reason our position is that our mem- 
bers and the other motor carriers for hire engaged in the trans- 
ore of exempt commodities should be subject to Federal - 
ation and we ask the committee to adopt H. R. 5823 to provide for 
such regulation. 

Our problems generally are divided into three categories, namely, 
abuses, costs, and rates. The abuses which we believe are rampant 
in our industry have been very carefully set forth in the statement of 
the National Agricultural Transportation League through its witness, 
Mr. C. A. Badhenen. The problems of that league are the same as 
the problems of our members. Shippers and receivers pit truckers 
against the rails and truckers against truckers in order to create haul- 
ing below costs. In this example, of course, we are our own worst 
enemies and apparently cannot defeat this problem ourselves although 
we have tried numerous times. No matter how hard we try to treat 
all shippers fairly and charge them equal rates, we find that some- 
one always manages to reduce the rate or propose some advantage 
which will obtain the traffic and take it away from one of our other 
members or another exempt trucker. Accordingly, this situation ere 
ates chaos within the structure and framework of the national trans- 
portation picture. 

We have found that costs of manpower are up, costs of equipment 
are up, costs of borrowing are up, costs of supplies, fuel, tires, repairs 
are all considerably up, and the total costs of our operations have had 
substantial increases over the years. 

On the other hand, our rates have dropped substantially and our 
revenue has fallen to a new low. In view of our increased overhea 
this has resulted in an unsound economic factor which we believe wi 

ractically ruin our operations and force many of us out of business, 
both of which would be injurious to the shippers using our service. 
The laws of economics apply to us as well as the regulated carriers; 
and, while these laws are uniform as to our costs, we do not have unl 
form rates. 

We respectfully request that you regulate our industry, for we be 
lieve we have a place in the national economy as well as any other 
form of transportation. This would keep gouging and kickbacks out 
and we could have our rates fair and uniform to the public, where 
there would be no advantage to individual shippers or groups of 
shippers and a resulting standardization and pattern of operations 
and revenues for our members. 

We have read the statement of Mr. Buchanan for the National 
Agricultural Transportation League and subscribe to what he says 
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Their organization is somewhat larger than ours and somewhat older, 
but our problems are the same. e have found that in our area 
about one-third of the small exempt truckers go out of business in a 
Of course, there is always someone to take their place, but the 
turnover has reached a frightening proportion. Our rates are down 
considerably since 1946. e are also worried about the safety of 
operations, since most of our members do not receive sufficient revenues 
to properly maintain their equipment and hire two drivers. 
or all of the reasons given in Mr. Buchanan’s statement, to which 
we subscribe, and for the reasons stated here, we respectfully request 
that. the Congress regulate the exempt truckers, as we believe this is 
the only solution to a very serious national problem. 

I would like to correct one impression that you might get from my 
title. This does not carry a salary. I am here on a voluntary basis 
and not on a paid basis as an employee. 

Mr. Rocers. You are welcome whether you are paid or unpaid, Mr. 
Brady. 

Be Bess. Thank you, sir. 

I am here to represent our association as an association and give 
you our story as to our operations and the problems of our particular 
group of people. 

Our association was founded a little better than a year ago, sir; 
and it seemed that a bunch of us truckers got together because we 
thought possibly by agreement we could help ourselves keep from 
going broke; and, on April 6, 1957, our board of directors passed a 
resolution unanimously, I might add, supporting this H. R. 5823, 
which is before us now. 

I would like to enter this into the record. However, this is my 
only copy. 

Mr. ers. What is that, Mr. Brady ? 

Mr. Brapy. This is the resolution of our association. 

Mr. Rocers. How long is it? 

Mr. Brapy. Well, the resolution is 3 or 4 pages. 

Mr. Rogers. Will the clerk hand it to me. 

" Brapy. It is a resolution of our association supporting this 
ill. 

Mr. Rocers. Without objection, it will be included in the record at 
this point as a part of the statement of Mr. Brady. 

You say you have only one copy of it ? 

Mr. Brapy. Yes, sir. We will have Mr. Hand’s office make a copy 
of it and submit it as part of my testimony, sir. 

Mr. Rogers. Fine. 

(The resolution referred to follows :) 


PERISHABLE COMMODITY CARRIERS ASSOCIATION, ING. 


AUSTIN, TEX. 
Distribution : All members. 
Subject: Resolution concerning legislation pending in United States Congress. 
The board of directors being in session at a special meeting called by the presi- 
dent in Austin, Tex., on April 6, 1957, and a quorum for transaction of business 
being present, the following resolution was passed without dissent : 
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“RESOLUTION 


“Whereas motor carriers transporting fresh fruits and vegetables and other 
perishable commodities now exempt under section 203 (b) (6) of part II of the 
Interstate Commerce Act in interstate commerce having formed an association 
known as the Perishable Commodity Carriers Association, Inc., for the purpoge 
of bringing more stability to the industry, rendering valuable transportation 
services to the producers, shippers, and the public generally ultimately consum. 
ing these commodities, as well as for other purposes; and 

“Whereas certain conditions have developed in the marketing and transporta- 
tion of these commodities that so upset the normal processes of marketing and 
of transportation as to create such chaos in the industry that marketers and 
carriers cannot perform their normal function in making these products avail. 
able for the beneficial consumption by the public generally, with indirect bad 
influences upon the producers; and 

“Whereas the majority of the industry of producing, marketing, and trans. 
porting these perishable commodities goes beyond the boundary of any one State 
as interstate commerce with no one State having jurisdiction to regulate; and 

“Whereas without some governmental body of adequate jurisdiction outside 
the industry to regulate such conditions, such chaos and disruption of the in- 
dustry will continue to the end that there is no stability upon which the mar. 
keters, shippers, and carriers may depend for further improvement of the sery- 
ices rendered to the public generally in making these perishable commodities 
available at the lowest possible prices and in the best condition for consumption; 
and 

“Whereas the Interstate Commerce Commission charged with the administra- 
tion of the act, and, after careful study, recognizing the danger of allowing 
such conditions to prevail has brought to bear its expert knowledge of the field 
in recommending to Congress that section 203 (b) (6) of part II of the act 
be amended so as to vest regulation by that Commission of the transportation 
of ordinary livestock, live poultry, fish (including shellfish), or agricultural (in- 
cluding horticultural) commodities (not including manufactured products there. 
of or frozen fioods) once these commodities pass the primary market from the 
producer into interstate commerce, in H. R. 5823 in the House of Representa- 
tives of the 85th Congress, 1st session, and in the corresponding Senate bill 
1689 : and 

“Whereas backed by the knowledge gained through years of experience it is 
the considered opinion and judgment of the board of directors of the Perishable 
Commodity Carriers Association, Inc., that such legislation and regulation is 
necessary and beneficial to the entire industry from producer to marketer, ship- 
per, carrier to the ultimate consumer and will insure more than adequate trans 
portation being available: Now, therefore, be it 

*Resolved— 

“I. That the board of directors of the Perishable Commodity Carriers Asso- 
ciation, Ine., be on record that such legislation and regulation is favored, condi- 
tioned upon: 

“(a) That during the changeover from nonregulation of the transportation 
of such commodities to regulation of such commodities by the Interstate Com- 
merce Commission under the act, adequate provision for the continued opera- 
tion of all available motor vehicle equipment now engaged in such service shall 
be made; 

“(b) That fresh fruits and vegetables be included in any list of specific 
named commodities taken out of the exemption from regulation now contained 
in section 203 (b) (6) of part II of the act should the generic terms ‘agricultural 
(including horticultural) commodities (not including manufactured products 
thereof or frozen foods)’ not be used in amending the section. 

“(c) That adequate provision be made for ‘grandfather rights’ so that all 
earriers now engaged in this service may be issued operating rights as a mat- 
ter of right and without the necessity of showing public convenience and ne 
cessity to the end that the great abundance of transportation service now avail- 
able to the shippers may continue in such service ; 

“(d) That such ‘grandfather rights’ be so granted upon qualification by the 
carrier under such rules and regulations as may be prescribed by the Interstate 
Commerce Commission and the territory to be authorized to be served by the 
earrier so described in broad terms of radial or nonradial description, rather 
than between specifically named points. 
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“JI, That this resolution be circulated to all members of the association with 
the request that such be resubmitted to the individual member’s United States 
Senator and Congressman, 

“Approved without dissent. 


“O. H. Lanier, President; G. O. Woodruff, W. A. Jackson, M. W. 
McCurdy, Ray Collins, Cy Weller, G. W. Siler, A. A. Stewart, 
Otto H. Leavell, Homer Connel, Buster Williams, Berl Gaiser, 
C. K. McClelland, W. H. Kale. 

“Attest : 

“A, A. Srewart, Secretary-Treasurer.” 

Mr. Brapy, I would like to make a few remarks about my state- 
ment and the pertinent points that we feel that the committee should 
know in order to represent our problem. 

I have been here since Tuesday and I have heard a lot of people talk 
about me. I speak of “me” as a class rather than as an individual. 
It seems that everyone wants to tell the story of what is best for me 
and the truckers that I represent. 

I certainly do appreciate this time to be able to tell you what I 
think ought to be done about our plight, because whether we realize 
it or not, we have a plight. Our problem is probably best categorized 
under the term of “abuses.” 

The abuses, of course, Mr. Buchanan set out in his statement which 
we find that we have run into ourselves, such as costs. Certainly our 
cost of our equipment is higher today than it has ever been. As we 
know also, within our cost structure we have our fuel costs, insurance 
costs, equipment costs, repair costs, and so forth. Each one of these 
costs has been eoasameale more difficult for us to pay for as we go 


along. We cannot seem to do anything about our method of purchases 


because we are small truck operators. 

Our association, by the way, is made up primarily of 1-, 2-, and 3- 
truck operators. We do have some large operators but we have some 
small ones and in further stating our membership is approximately 170 
member firms and we operate approximately a thousand trucks based 
mainly in Texas, the offices or where the boys are originally from. 

We cannot seem to do much about our costs due to our limited buying 

wer so, therefore, we have to supplement our costs by having a little 

tter rate or a rate structure by which we can plan our purchases 
and solve problems. 

It certainly is not sound economics if we cannot have some sound 
compensatory rates for our hauling. 

Now, as I understand, Commissioner Walrath said that there are 
approximately 480,000 unregulated trucks and approximately 352,000 
regulated trucks, so that it seems to me that we outnumber them and 
it looks like the laws so far have come in and protected the minority 
rather than the majority. Certainly I cannot speak for 480,000 peo- 
ple. I can only speak for our organization, but I feel and we feel 
that we are typical of the entire problem. 

One of the other very basic problems is safety. Certainly in your 
travels on the public highways you have a right to safe conduct and 
along that line the Interstate Commerce Commission feels that the 
exempt hauler, sometimes called the produce hauler, is a little bit of an 
unsafe item on the highways. 

Upon listening to the statements made by the Interstate Commerce 
Commission representative on the first day of these hearings, on 
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page 6 of his statement, it bears out the fact that we do not maintain 
our equipment commensurate with the regulated carriers. Unfor. 
tunately, we do not have an answer for that at the present time. 

We would like to be as safe as everyone but we just have not been 
able to become as safe basically because we have not been able to 
sustain the revenues to employ two-driver operations. 

Frequently our boys have come into our particular market from 
California with barely 2 or 3 hours’ sleep, and making a maximum of 
30 to 35 hours is a pretty rough situation beside being illegal. 

I would like to also point out some of the abuses that we had had, 
Our members have had problems of collecting their freight. Just 
2 weeks ago one of our members hauled a load of freight from Nogales, 
Ariz., to Jacksonville, Fla., a load of tomatoes. He got a clear bill 
on it and then the shipper who was to pay him claimed that there was 
a $320 damage to this. I, of course, advised our member to employ 
an attorney because if the bill was clear he certainly is entitled to his 
freight. He has a problem. He owns one truck, drives it himself, 
and he is probably 1,700 to 2,000 miles away from where the suit 
es have to be brought and it would be too costly for him to chase 
his $320. 

When the representative of our association appeared before the Sen- 
ate committee, we wanted to bring out how we were being coerced 
within our own organization by our particular shippers that we haul 
for. For instance, we are under the thumb of our shippers, we feel. 
To draw an illustration of that, on potatoes that we would normally 
get $1.10 from an area into San Antonio, the rail rate might be $1.50, 
If there are no trucks and there are many loads available, the trucker 
that might drive in might say, “I would like a dollar and a quarter,” 
due to the law of supply and demand; but we have the unfortunate 
situation of having the shipper probably pay the extra 25 cents and 
ship it by the rails. 

We feel this: That the rail rates have been used as a floor by the 
shippers to estimate their costs and that anything that they can chisel 
off our trucks, of course, then we feel goes into somebody’s pocket and 
we question whose pocket it goes into. 

I would like to discuss for a minute the inherent advantage of the 
exempt trucker. We can go nationwide. We can go without restric- 
tion as to areas and routes and times. We can go without restriction 
as to maintenance of offices, filing of insurance, and so forth, to a great 
extent and we believe this: That if everything were equal, if we were 
regulated such as the rails, we would still maintain the freight that 
was inherently advantageous for us to haul. 

I remember personally that I read an article in the Wall Street 
Journal last summer that I believe the Safeway Stores has shifted 
from shipping by rail to vce n A remy shipping by truck. 
Now, the reason that they gave is that the trucks deliver faster, the 


trucks deliver in better shape as far as o extremely perishable 
i 


commodities are concerned, and you do not have the interline problems 
that the rails have, so that I believe if we were put on the same basis 
and the same terms with them that we would still stay competitive; 
we would maintain the business that is inherently to our advantage 
to take. 

I was listening yesterday, I believe, when someone brought up the 
buy and sell idea that our truckers do. I do not believe that the 
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buy and sell comes under this particular act, and therefore I do not 
believe it would have any place for discussion in this. A man can 
still go into the farm or go into the commission houses and buy a load 
of whatever he wants if he has the money to pay for it and drive it 
anywhere in the United States and sell it either at a loss or profit as 
he sees fit. 

I would like to tell you something about my personal situation. 
Iam that wildcat one-truck operator that has plagued the Missouri 
Pacific and other railroads throughout probably the last 5 to 6 years. 
[operate out of San Antonio in the valley. My truck is a refrigerated 
truck. It is 1 year old and I have a diesel tractor pulling it. I 
operate from Brownsville to Boston, to Chicago, to Los Angeles, to 
Seattle, and points in between and I forgot Florida. I have been 
there, too. I do not believe there are too many areas which I have 
not covered. I haul grain when I have to. I haul lettuce. I haul 
apples. I haul shrimp. I haul frozen foods, and practically any- 
thing that I can make a fair deal for a compensatory rate to put on 
my truck that I legally can haul. 

Now, we have a problem in our particular industry in that our 
equipment is specialized. The refrigerant unit on my truck will go 
to 20° below zero. I cannot haul manure very well with that truck 
because, No. 1, the Interstate Commerce Commission has ruled that 
that is not an exempt product. The same way with pipe, so that, 
therefore, I have only certain items that I can haul and they all lend 
themselves to this agricultural exemption. 

There has been much discussion about whether the rails should be 
deregulated, and I would like to say this: If the rails were deregulated 
as to the exempt commodities we would really have some rate wars, 
ones like we have never seen before. Certainly in the exempt field, 
we have enough rate wars. 

To draw an illustration of this, a year ago we in San Antonio at- 
tempted to agree on some rates as shippers, not as an association. The 
vice president of our organization, after the rates were agreed upon, 
was coerced, because he had 10 trucks on with 1 shipper who was one 
of the largest shippers there. The man told him that he would haul 
it at his rate or he would not haul it at all. Certainly he was not 
required to haul it by all laws of propriety. However, there are 
economic laws which have far greater impact on us truckers than most 
would realize. 

The thought comes to my mind when a man says if he has a cheaper 
rate he does not have to take that load that I think that they do not 
understand the situation of the finance company standing at the door 
to collect the payments on the truck. Certainly the man is going to 
take a cheap load in order to make a payment so he will last another 
30 days in the business. That has been our situation. 

The solution that we feel would be the best for all of us is this: 

No. 1, to regulate the exempt haulers. 

No. 2, to issue a permit and, this is my interpretation of the name 
of the permit. I would say usually an irregular route, nonscheduled 
nationwide permit. 

No, 3, authorize an independent rating organization to set up fair 
and compensatory rates. I would like to have everyone understand 
that we are not mad at anybody. All we want to do is survive. We 
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are losing approximately a third of our members each year. Of 
course, there is another third coming into the business that do not 
realize the amount of money that they lose. 

With this solution I believe, and I believe that the major amount 
of the thinking of exempt haulers would agree, that this would pro- 
vide a floor and a stabilization of our market. 

It seems unusual to me that, if the freight will vary from day to 
day on the same product to different shippers in the same location, it 
would be a very chaotic condition because then you have unfair 
competition between the shippers and receivers and the general public 
themselves. That, I think, is as absurd as if I were in the contracting 
business to contract to build this building that we are sitting in here 
and not know how many bricks I have to put in the building. You 
certainly could not put out a decent cost estimate on this particular 
structure if you did not know what your costs were to start with and 
certainly transportation is one of the basic costs of the exempt shippers 
and receivers. 

There are one or two additional remarks which I would like to make, 

I listened in to the hearings at the Senate in February of this year 
and there were one or two items that I jotted down. 

There was a statement made by the Growers and Shippers League 
of Florida. On page 6 of his testimony, is says that the trucking is 
profitable. I would like to read it for the record. 

Mr. Buchanan appeared to claim among other things that exempt trucking 
was not profitable. The figures themselves speak affirmatively to the contrary. 

He sets out figures such as this: For the carloadings for 1946 to 
1947, the rail percentage was 76.9, truck percentage 23.1. On through 
1956 and 1957, the rail percentage dropped to 31.6, the truck per- 
centage 68.4. 

Now, gentlemen, all that shows is that we are just shipping more 
of the stuff than the rails are. That does not say we are making 
money at it. I think that it shows, more than anything, we are prob- 
ably bigger fools than the rails are because we have stolen their 
traffic at a submarginal rate. 

There is one other statement that was made on page 9, and I would 
like to read it. 

Whatever may be the real situation today in the face of this drastically re- 
duced volume as to the level of the current truck rates, two facts are clear. 
First, if there be 2 trucks available for 1 load, the 1 operator having the lower 
rate for transportation undoubtedly will get the load. He is not compelled to 
take it, and the option is his, and the competitive bid is one voluntarily made 
by him. 

Now, on that particular thing, 1 would like to say that I do not 
believe that the man realizes the situation of having your back to the 
wall, because I believe, as we all will recognize, that the less stable 
position that we are in as operators the more we have to subject our- 
selves to submarginal hauling. 

Now, I would also like to comment on the Fisheries Institute state- 
ment in front of the Senate. For brevity, I will not quote anything 
from there, but it said, basically, that the common carriers will not 
make small shipments. 

We have heard that in this committee; that the common carriers 
will not make multiple pickups. I will probably have to admit that, 
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as far as common carriers are concerned, but we have several kinds 
of common carriers that have not been brought out here. 

We have some common-carrier permits that are similar to what I 
have advocated here. We have some common-carrier permits that. 
on area basis. They pick up some of these small shipments. 5t 
course, there are not enough of those permits, so that, possibly, he 
has aright in objecting. 

He goes further to state that in some of their small areas they 
are out of the way and depend upon this particular kind of pickup 
and traffic. I will agree. Certainly, that is true, but my suggestion 
to the committee is that we be issued grandfather rights with a nation- 
wide permit, so that we can operate Just as we have done in the past. 
The only difference would be fair and compensatory rates. We are 
certainly not put out to put the man out of business, but we want to 
survive, also. That would take care of that situation. 

The Dried Fruit & Vegetable Association of California said, in 
substance, that the versatility due to the competition of our trucks 
and the versatility of our trucks is what they want to preserve. Cer- 
tainly, if we had nationwide permits for a nonscheduled irregular 
route, it would take care of that. They claim, according to their 
statement, that they pay the trucks higher freight because we take 
smaller shipments. 

Now, we certainly want to thank them for the higher freight, be- 
eause it has not been my experience to haul any of their merchandise 
but, from their figures, it shows that they pay us more than the rails. 
Now, I cannot see any interruption in that kind of service because, 
certainly, we are going to service the same people. If I had been 
hauling shrimp out of the Brownsville area I am going to keep on 
hauling shrimp, because that is where my personal contacts are, 
which brings up one thing that I had forgotten to mention. 

In the Fisheries Institute statement, they said that the rates were 
stable in their industry, and I challenge that because, less than 30 
days ago, the rates for frozen shrimp out of Brownsville to Chicago, 
Los Angeles, and other points in the United States were dropped by 
jd14 percent. 

Certainly, if the Government were to cut the budget by 3314 per- 
cent, what would happen? I do not think I have to say any more 
on that particular point. That is a cut that has happened in the 
last 30 days. 

The two arguments of the —— from the Nursery Association 
that appeared here yesterday were (1) the proper handling of his 
product through personalized service and (2) no delay in the delivery 
of the merchandise. Is that going to change? We are not going to go 
out of business. All we want is a permit ‘to haul the same things we 
have been hauling on a nationwide basis, so that we can give him the 
same service that he has had before. 

The Chamber of Commerce of the United States issued a state- 
ment, also, to the Senate committee, and I quote in part: 

In the proposed revision the principle of exemption for farmers, nurserymen, 
and fishermen should remain in effect to provide needed flexibility for this 
important traffic. 

Now, I say that the flexibility is the only thing they are talking 
about. With our area permits or our nationwide permits for non- 
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scheduled irregular route, they have still the same service, they have 
the same drivers picking up the merchandise. They can tell him the 
particular times of delivery. Based upon safety factors, they can tell 
him how to handle their merchandise. So, therefore, I would say 
that we are going to have to have some kind of stability in our in- 
dustry in order to stabilize, or help stabilize, these other people. 

I will quote from the United Fresh Fruit & Vegetable Association 
in front of the Senate committee : 

The circumstances would be changed immediately and radically if now- 
exempt haulers found themselves under the regulation with rigid certificates 
which authorized them to operate in the carriage of fresh fruits and vegetables 
in a limited area, for example, from Florida to the Eastern States. 

Gentlemen, my proposition answers their problem of area certifi- 
cates or atta waits certificates, because they are not going to be 
restricted. 

We come, of course, now, to the very enlightened gentleman from 
the Farm Bureau yesterday. I made a note or two upon what he 
said. I would like to go through them just for a moment, step by 
step. 

Mr. Rogers. Let me ask you this, Mr. Brady. You have consumed 
about 30 minutes. Are you getting pretty close to the end? 

Mr. Brapy. Yes,sir. I am almost done. 

Mr. Rogers. It is now almost 12 o’clock. That is why I asked. 

Mr. Brapy. I will skip over what he had to say, but each of those 
propositions that he has, most of them dwelled on flexibility of our 
transportation system and personalized service. We do not intend 
to change that. 

I would like to close by reiterating our proposition that the solu- 
tion, we feel, to the whole transportation of the exempt commodities 
lies in those three propositions I had. One was to regulate us. Two 
was to issue irregular nonschedule, nationwide permits, and, three, 
to authorize independent rating organizations to set fair and com- 
pensatory rates. 

I certainly appreciate the opportunity to appear here, sir, and I 
hope I have not taken too much of your time. I will be glad to 
answer any questions. 

Mr. Rogers. Thank you for a very informative statement. 

Mr. Harris, do you have any questions? 

Chairman Harris. I have no questions. 

Mr. Rocers. Mr. Hale? 

Mr. Hate. I have no questions. 

Mr. Rocrrs. Mr. Brady, I think you have covered your position 
pretty ee: I think, really, no questions are necessary. Thank 
you very much. 

Mr. Brapy. Thank you very much, sir. 

Chairman Harris. Mr. Chairman, before the subcommittee ad- 
i I wonder if we would permit the calling of Mr. Joe Robinson. 
te has a reservation, and must leave in a few minutes. 
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STATEMENT OF JOE ROBINSON, SPRINGDALE, ARK. 


Mr. Roginson. Chairman Harris and members of the committee, I 
am deeply grateful for this opportunity to 4 a} before you. 

I am Joe Robinson, doing business as an individual at Springdale, 
Ark., dealing in exempt agricultural commodities and transporting 
exempt commodities for others, about 10 percent of my volume of 
business being products I own and ship myself, and 90 percent that 
is Srenerted for others, doing business on a nationwide scale. 

I started business in 1932 as a broiler grower, entering the trucking 
business in 1938, selling and shipping farm products, becoming heavy 
in the handling of live poultry in the early forties. As the establish- 
ment of poultry-processing plants enlarged in the producing areas, 
the need for long-haul shipment and transportation of live poultry 
diminished to practically nothing. 

To maintain our business, we entered the field of refrigerated truck 
transportation, which entailed an expenditure of large sums of money 
so that we might be able to transport dressed poultry, fresh and frozen 
fruits and vegetables for others, as well as ourselves. 

We are equipped to transport refrigerated loads to distant markets 
and then reload with fruits and vegetables, fresh or frozen, on the 
return trip. Our shippers tell us they are well pleased with the flexi- 
bility of the service we are able to render. The fact that we can set 
forth with exempt commodities to any point in the United States on 
a moment’s notice is of very real value to them in their sales setup on 
farm commodities. 

We own and operate 33 tractor and trailer units representing a 
$600,000 investment in order to carry on this type of service and op- 
eration. If H. R. 5823 should become law, my business would be 
automatically terminated, so I must be strongly against this bill. The 
Supreme Court’s decision as to what constitutes exempt commodities 
is acceptable to me. 

I am in the long-haul trucking business going all over the United 
States, hauling principally for other people exempt commodities. 

I am astounded by some of the statements that have just been made, 
gentlemen. The man that thinks that he is going to get automatically 
rich by securing a Government permit is crazy. He must put his house 
in order and have a good clean operation before he can begin to make 
money. I say that it is the survival of the fittest. 

The exempt carriers are at this time engaged in putting their own 
house in order and that will come about. I do not ask for any further 
time. 

Thank you. 

Mr. Rocrers. Thank you, Mr. Robinson. 

The subcommittee will stand in recess until 2 o’clock this afternoon. 

(Whereupon, at 12:05 p. m., a recess was taken until 2 p. m., this 
same day.) 

AFTERNOON SESSION 


Mr. Rogers. The Subcommittee on Transportation and Communi- 


— will come to order for further consideration of the pending 
ill. 
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The first witness this afternoon, in accordance with the previous 
announcement, will be our colleague, Mr. John Watts, a Member of 
Congress from Kentucky. 

Mr. Watts, we are glad to have you before the committee and you 
may proceed as you desire. 


STATEMENT OF HON. JOHN C. WATTS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Warts. Mr. Chairman, for the record, my name is John C, 
Watts. I am a United States Representative from the Sixth Con- 
gressional District of Kentucky. 

I appreciate very much indeed the courtesy extended me in affording 
me opportunity to appear before you to present my thoughts for 
pone erts on in your deliberations on the proposals encompassed i in 
H. R. 5823. 

The measure, as I understand, was introduced by your chairman at 
the request of the Interstate Commerce Commission. 

Knowing full well of the consistent, able and stalwart efforts which 
Chairman Harris and this committee have evidenced throughout the 
years not only in opposing any harmful modifications of the existin 
agricultural exemptions provided for in section 203 (b) (6), but also 
similar efforts in endeavoring to secure an administration of the act 
by the Interstate Commerce Commission in conformity with the intent 
and purpose of the Congress, I felt that his introduction of the 
measure was merely a matter of courtesy. 

The congressional intent: In providing for the agricultural ex- 
emptions, the C ongress established a congressional policy. 

It was to afford opportunity for the farmers of this country to 
secure an efficient and economical means of transporting their produce 
to the consumer. 

In providing for these exemptions the Congress gave recorded 
recognition to the uniformly accepted economic premise that the price 
which the farmer obtains for his product is directly and subst: antially 
affected by the cost of transporting such product to the consuming 
market. 

The congressional attitude—scope of exemptions: The intent of 
Congress was to liberalize and make broad the scope of commodities 
covered by these exemptions. 

As an illustration of this attitude, it is pertinent to point out that 
after the first bill had been reported by the committee, the committee 
on the floor adopted an amendment which struck from the original 
bill the words “unprocessed agricultural products” and substituted 
therefor the present language of the law, “agricultural commodities— 
not including manufactured products thereof.” 

Subsequent to the enactment of the congressional act relating to the 
agricultural exemptions provisions of the Motor Carriers Act, con- 
gressional action has been either to broaden the coverage of the stat- 
ute or to reject the narrow and confining interpretation applied by 
the Interstate Commerce Commission. 

As an illustration, Public Law 777, effective June 29, 1938, did away 
with the “poison vehicle” theory the Commission was following. 
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Horticultural commodities included: Again, on July 1, 1952, the 
House adopted without debate and without expressed opposition Sen- 
ate bill 2357 (Public Law 472 of the 82d Cong.) admitting horticul- 
tural commodities to the exemption provisos. 

This action resulted from the Commerce Commission’s determina- 
tion that horticultural commodities, such as nursery stock, flowers, 
bulbs, et cetera, were not exempt agricultural commodities. 

Trip leasing: The latest evidence ‘of the congressional attitude with 
respect to its intent and purpose concerning the agricultural com- 
modities exemptions is the adoption of this ‘committee’s amendment 
to the so-called trip-leasing bill. 

A review of the legislativ e history and the debates concerning the 
amendment to the trip-leasing bill, which eliminates carriers of agri- 
cultural commodities from the leasing period authority of the Inter- 
state Commerce Commission, not only reiterates the congressional 
thought that the farmer’s income is affected by transport ation costs 
throughout the whole of the marketing cycle until the product reaches 
the consumer stage, but it etches indelibly upon the record the stead- 
fastness of this great committee in protecting the farmer’s and con- 
sumer’s interests from the attempted ravages of an unsympathetic 
administrative agency. 

The judicial attitude: This is one instance where the farmer and 
the consumer, and the Congress itself, can wholeheartedly endorse the 
old adage, “Thank God for our courts.” 

The case history reflects a most enlightened and intelligent develop- 
ment of the congressional philosophy. It sets forth, probably more 
effectively than any other record, evidence of the continuous warfare 
that the Commission has engaged in in its efforts to deprive the 
farmer, and in the end, the consumer, of the benefits that Congress 
intended for them to have. 

Upon numerous occasions the action of the courts in rejecting the 
contentions of the Commission has been brought before this committee 
in an endeavor to have the law amended to conform with the ideas 
of the Commission. 

In every instance the committee has refused to affirmatively act. In 
my book, such action by the committee evidences respect of the con- 
gressional attitude and thought and, in fact, adopts the law of the 
case as an expression of its polic: y. 

The Interstate Commerce Commission’s attitude : Immediately upon 
establishing its functional organization under the Motor Carriers 
Act, the Interstate Commerce Commission commenced efforts to ne- 
gate the intent and purpose of Congress by administrative acts. 

Throughout the years, it has laid siege to the agricultural exemp- 
tion provisions. Its efforts have been continuous and persistent. 

Agriculture has been forced to run the gamut of abuses through the 
restrictive interpretative efforts of the body empowered by Congress 
to administer the Motor Carriers Act. 

The interpretative maneuvering of the Commission has been most 
emphatic and profound. Every trick of the trade has been resorted 
to in its efforts to confine and narrow the beneficial aspects of the agri- 
cultural exemption provisions. 

The “poison vehicle” doctrine: First of all, we had the so-called 
poison vehicle doctrine, which would bar forever from the exemption 
provisos of the act any vehicle that once carried a nonexempt com- 
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modity. This was knocked down by the Congress in its enactment of 
June 28, 1938, in Public Law 777. 

The channels-of-commerce theory: Immediately following this con- 
gressional action, the Commission adopted the so-called channels-of- 
commerce theory. This endeavored to confine the availability of the 
exemption to the point where the commodity first entered the channels 
of commerce. 

In the face of several uniform court decisions, the Interstate Com- 
merce Commission subsequently abandoned this philosophy in 1951, 

“Manufactured” interpretative doctrine: They then accelerated and 
broadened their acts in making unavailable the exemption provisions to 
certain agricultural commodities, going on the theory that such com- 
modities were manufactured. 

As to the heights of asininity that was reached by the Commission in 
its determination as to what was and what was not an agricultural 
commodity, I quote from the record Chairman Harris’ statement he 
made in discussion of the trip-leasing bill back in 1953 (Congressional 
Record, vol. 99, pt. 5, p. 7202, June 24, 1953) : 


Mr. Harris. * * * I hold in my hand an interpretation of the Interstate Com- 
merce Commission which was issued back in 1951. 

This is just one of many hundreds and hundreds of such orders giving an inter- 
pretation of what is an agricultural commodity and what is not. 

They take up fresh, cut-up vegetables; fruits and vegetables; peanuts, if they 
are shelled; poultry, killed, if it is picked; leaf tobacco; if it is redried, and so 
forth. 

You take peanuts and you transport them in the shell, that is all right; that is 
exempt. But you shell those peanuts and you have a different commodity. 

There are hundreds of these examples. Here is one for the book, it is a pretty 
important one, just to show you how the Interstate Commerce Commission makes 
these interpretations. 

Mr. WuirTren. Mr. Chairman, I ask unanimous consent that the gentleman may 
proceed for an additional 5 minutes. 

The CHAIRMAN. Is there objection to the request of the gentleman from Mis- 
sissippi? 

There was no objection. 

Mr. WuiIrren. Mr. Chairman, will the gentleman yield? 

Mr. Harris. After I conclude this, I will yield. 

The crux of this is in the interpretation by the Interstate Commerce Commis 
sion as to just what is regulated or unregulated produce. I mentioned some of 
these things. 

Take spinach; that is referred to. Also certain types of feathers; and if 
they are on the chicken, that is a different proposition. But if you take them 
off the goose, that becomes something else. I have the record to which I want 
to refer. 

The Commission went into this matter, had hearings on it and the examiner 
made a recommendation from which the Commission acted on pelts and skins, 
green and salted, hides, wool, and mohair, including that scoured; manure— 
all unmanufactured agricultural commodities. 

They finally get down here and say that the rail carriers contend that manure 
from pens and feed lots, which is dried and dehydrated, pulversized and pack- 
aged, is not an agricultural commodity, since it is not produced on the farm. 

“We do not agree with that reasoning.” 

That is what the Commission says. This is their interpretation. 

“Manure, in its natural state, unquestionably comes within the partial exemp 
tion, but the evidence is not sufficiently comprehensive to enable us to make a 
determination of the point at which the commodity becomes a manufactured 
product.” 

Well, that is what the farmers have got to put up with. You take an apple in 
a basket, you can haul it on your truck. That is perfectly all right. But you cut 
it up into slices, and then it is a different product. It comes under a different 
category. 
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You do not have one; you have thousands of those kinds of examples. I think 
we had better watch ourselves before we go off on one of these amendments that 
you say is in the interest of the farmers. 

Mr. WHITTEN. Mr. Chairman, will the gentleman yield? 

Mr. HArris. I yield to the gentleman from Mississippi. 

Mr. WHITTEN. I hate to interrupt the gentleman when he is making such a 
fine presentation, but I would like to point out the other side of this matter, 
and that concerns the consumer. 

The consmer is going to pay the farmer’s cost of production, plus the cost of 
handling. If the farmer charges up to his commodity only the trip from Florida 
to New York, it means cheaper commodities. But, if that farmer has got to 
charge up the cost of going to New York and then back to Florida, you have 
increased the cost to the consumer. 

Mr. Hargis. That is right. 

Mr. Hesetton. Mr. Chairman,, will the gentleman yield? 

Mr. Hargis. I yield to the gentleman from Massachusetts. 

Mr. HeseELToN. In addition to the farmer, I think in all fairness we should 
bring in the fisherman, because the Commission is engaged in deciding that a 
beheaded shrimp is not in fact a shrimp. 

Mr. Harris. I understand the interpretation is if you cut the head off the 
shrimp then it becomes something else. 

That shows the great difficulty that the Interstate Commerce Com- 
mission had in ye go to differentiate between what was an agri- 
cultural commodity and when it ceased to be an agricultural 
commodity. _ 

Transportation experience under exemptions: Throughout the 
years in which we have had these agricultural exemptions, there has 
grown up in agriculture a most efficient and economical transporta- 
tion system. 

This has been brought about because of the interest. of reputable and 
responsible trucking people who were willing to engage in this sea- 
sonal business at profit returns which, by the record, are unattractive 
tothe regulated carriers. 

There is no doubt that the handling of agricultural commodities de- 
mands specialized and personal services. It incorporates special 
facilities for handling and adequate available transportation as the 
market demands. 

It demands a flexibility of service not presently available and 
which could not be reasonably anticipated from certificated carriers. 

A most pertinent observation in support of this contention was 
made by Chairman Harris when discussing the trip-leasing bill with 
oe to the handling of his folks’ peaches. 

e there very pointedly stated that the flexibility of service de- 
manded by agriculture cannot be fulfilled by certificated carriers and 
that the elimination of the exempt carrier would leave his peach- 
orchard folks without transportation of any kind. 

Certificated carriers, because of their lack of interest and their un- 
willingness to compete, are not readily equipped to provide such 
services. 

When one contemplates the thousands of motor vehicles engaged in 
this exempt business, he can readily appreciate the almost impossible 
task that certificated carriers would have before them to provide the 
same efficient and adequate service that has grown up under our 
exempt provisions. 

Elimination of exemptions means increased transportation costs: 
It is almost academic to state that should this field of competitive 
service be eliminated and the services be provided by certificated 
and regulated carriers, the cost is bound to be increased. 
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As an illustration of this, a comparison between rail and exempt- 
carrier rates on unmanufactured leaf tobacco from Louisville, Lex- 
ington, and Paris, Ky., to Durham, N. C., is most effective. 

The present exempt rate is 71 cents per 100 pounds against the 
present published rail rate of 77 cents per 100 pounds, with a mini- 
mum load of 20,000 pounds. 

This slight difference, however, does not tell the whole story be- 
sause since 1947 there have been six general rate increases in which 
unmanufactured tobacco did not participate because it was stated by 
the commission that they were subject to heavy truck competition and 
that truck competition was exempt carrier competition. 

The following table projects the general increases in freight rates 
since 1947 to burley ‘wieaeso moving from the mentioned Kentucky 
points to Durham, N. C.: 





Year | Tariff No. Percent | Projected 
increase | rate 

1947... ae | X-162 | 20 | $0. 59 
1948 __. : X-166 | 25 | 1 
1949__ X-168 | 10 . 8 
1952... X-175 | 15 | 1.13 
1956__- ; 4 ‘ . X-196 | 6 1.2 
1957_-. X-206 | 5 1.26 


| | 

In view of the record, we feel it reasonable to assume that “truck 
competition” has meant a savings in transportation costs of un- 
manufactured leaf tobacco—this exempt agricultural commodity—of 
49 cents per 100 pounds. 

Regardless of whether or not the full increase of 49 cents would 
have been effectuated, I feel it is reasonable to state that a substantial 
portion of the increase would have eventuated if the competition had 
been removed as contemplated by H. R. 5823. 

And, further, even though the existing tariff rates did prevail there 
would be reflected a minimum of 6 cents per 100 pounds increase in 
the transportation cost of tobacco from the Kentucky grower to the 
North Carolina buyer. 

In this connection, it seems pertinent to point out that tobacco is 
under a price-support program and that any increase of this kind 
would not only reduce the price to the farmer but would increase the 
cost of the price-support program to the Government. 

In the burley rokhoee field it is a source of pride for me to point 
to the fact that the price-support program up to the present time 
has operated without actual cost to the Government. 

Fresh-dressed poultry—transportation costs: A more appropriate 
and effective comparison respecting the effect of the agricultural 
exemptions upon transportation costs is presented in the results of 
a recent study by Messrs. James R. Snitzler and Robert J. Byrne of 
the Department of Agriculture in the field of fresh- and frozen- 
dressed poultry. 

This survey followed the Court’s determination that fresh- and 
frozen-dressed poultry came within the agricultural exemption pro- 
visions. 

While I do not wish to belabor the committee with boring details, 
nevertheless, I feel that a few comparative citations will be of interest. 
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In 1952, prior to the Court’s decision on fresh-dressed poultry, and 
while such commodity was not an exempt commodity, the latest pub- 
lished motor carrier tariff rate in effect on this commodity on ship- 
ments per 100 pounds to St. Louis from Alabama was $1.40; from 
Arkansas, $1.03; from Georgia, $1.65; from Mississippi, $1.15, as com- 
ared with after-decision rates by exempt carriers of $0.71, $0.32, 
1.28, and $1.02, respectively. 

This represents reduction in transportation costs per 100 pounds 
from Alabama of $0.78; Arkansas, $0.71; Georgia, $0.27; Mississippi, 
$0.13. 

On shipments to Los Angeles, the rates per 100 pounds prior to 
decision from Arkansas, Mississippi, and Texas were $5.19, $3.51, and 
32.42 against after-decision rates of $1.83, $2.50, and $1.42, respec- 
tively, or a reduction of $3.36 for Arkansas ; $1.01, for Mississippi; and 
$1 for Texas. 

The statistics reveal similar situations of shipments from Maine, 
Maryland, and most of the other States to their principal markets. 

In the light of this evidence, it is not difficult to feel that without 
the agriculture exemption, transportation costs for exempt commodi- 
ties would, like the cost of living, be at an alltime high and of course 
would add materially to either further reducing the farmer’s income 
or increasing the consumer’s cost of living. 

Certificated and exempt carriers under existing law: Insofar as the 
ing of commodities coming within the purview of the agricul- 

ural exemptions, there is no difference in regulatory requirements 
een the certificated carrier and the exempt carrier. 

The two are treated the same under the law. Thus, the certificated 
carrier is not placed at a competitive disadvantage because of the 
exemptions. 

His failure to participate is entirely voluntary, and not because of 
any additional burden that may be placed upon ‘him because he holds 
acertificate for other business. 

Both the certificated and exempt carrier are required to meet the 
safety and hours of service requirements of the Interstate Commerce 
Commission. 

It has been stressed that the certificated carrier must comply with 
the insurance requirements of the Commission, while the exempt 
carrier does not. 

Such is not the case. In the handling of exempt commodities, the 
certificated carrier is entitled to the same treatment, insurancewise, 
as the exempt carrier. 

However, in this connection, it is well to point out that, for their 
own protection, as well as to meet the requirements of the many § State 
laws under which they operate, in addition to the demands of those 
whom they serve, the exempt carrier in the majority of instances is 
just as fully, if not more insured than the regulated carrier. 

What are the effects of H. R. 5823? In the event H. R. 5823 were 
enacted, the whole of agriculture would be confronted with chaotic 
and deplorable conditions. 

Assuming that the measure became law today—what would there 
be to serve agriculture? Exempt carriers would be barred from 
operation. 
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Certificated carriers could not operate outside of their territorial 
scope or their route restrictions. It would take perhaps a year for 
the Interstate Commerce Commission to halfway complete the admin- 
istrative work that would be involved in revamping territories, route 
restrictions and jurisdictions. 

Then you would have the question of equipment—special equipment 
needed to properly and efficiently service agriculture. 

Would the certificated carriers be willing to invest the huge amount 
of capital representing that necessary to properly equip themselves 
to such service ? 

Or, is it assumed that existing exempt carriers—all of them—would 
apply for and be issued certificates, thus maintaining existing services 
and doing away with the necessity of providing for new equipment. 

In that connection I might say that if the Interstate Commerce 
Commission did not move faster on that than it has in the past, it 
would take anywhere from a year to 2 years for anybody to get a 
certificate. 

H. R. 5823 assumes that full and sufficient service will follow as a 
matter of course. This assumption is in the face of a record indicat- 
— quite the contrary situation would prevail. _ 

here is no insurance that existing certificated carriers would seek 
certification for operation. Rather, there is indicated that the cer- 
tificated carriers would be quite selective in their choice of operations, 
and many of the exempt carriers would cease operations voluntasila 

The railroads: There is substantial evidence to indicate that some 
folks feel that because of the agricultural commodity exemptions, 
the business of our railroads has been substantially affected. 

This may be true in some few instances. However, it must be re- 
membered that in transporting the majority of the exempted agri- 
cultural commodities time is of the essence. 

The rails are not equipped to service agriculture in the specialized 
manner that the motor carrier is. They cannot provide, due to exor- 
bitant costs, et cetera, the terminal facilities, the convenience of 
location, the stopoff—the pickups, and other incidental, but impor- 
tant services which the system developed under the agricultural 
exemption provisions provides. 

Furthermore, there is very little evidence that the enactment of 
H. R. 5823 would guarantee the railroads one iota of increased 
business. 

Many instances in support of this contention have been presented. 
To me, the most persuasive is the statistical data set forth in the 
Snitzler-Byrne study hereinabove referred to. 

In the fresh-dressed poultry field, in 1952—prior to the court 
decision declaring this commodity exempt—the railroads handled 
less than 1 percent of the total volume of fresh poultry shipped. 

The failure to use railroads was not due to unfair competition 
from the motor carriers, but because of the inability of the rail- 
roads to meet the demands of the shipper—speed. 

Certainly, in the field of poultry, the railroads could anticipate 
no great increase in business through the enactment of H. R. 5823. 

A similar feeling among shippers of agricultural commodities is 
prevalent throughout the whole area, so I am informed. 
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It is my notion that the complete removal of the agricultural ex- 
emptions would gee to be of little aid to the railroads—so long as 
the shipper has his choice of transportation—and so long as there 
are motor carriers to serve. 

Summation: In summation I would like to say that in view of the 
record, I respectfully submit that the attitude of Congress has become 
more pronounced in its desire to not only retain the agricultural 
exemption provisions of the Motor Carriers Act, but to continue the 
practices and the commodity exemptions now permitted. 

Those of us familiar with the legislative history know that the 
advantages and disadvantages to the various segments of our econ- 
omy have been thoroughly explored and weighed in the balance. 

Not only was such consideration extended at the time of the orig- 
inal enactment, but upon several occasions after experience was 

ined under the act’s operations. The congressional action was 

eliberate. 

In view of today’s economic situation; the experience that the 
farmer has had over the past several years; the high cost of living, 
it certainly would be utter folly to engage upon a program that 
would further decrease the farmer’s income; increase the consumer’s 
costs and disturb such an important leg of our economy—agricul- 
ture—when it is already tottering. 

To remove the cerietenal exemptions would merely add additional 
burdens to the “small” farmers of our country and tend to hasten the 
day of their complete extinction. 

This, of course, may satisfy some, but it does not strike a respon- 
sive chord to those of us having the welfare of the farmer at heart. 

Of course, there are those who argue that the interest of the farmer 
obtains only to the point in the marketing processes wherein he dis- 
poses of his product and his interest. 

How I wish such was the case, as many of our agriculture problems 
would be removed. Such observations are contrary to the almost uni- 
formly accepted economic premise that the cost of marketing, process- 
ing, et cetera, does have a direct and substantial effect upon the price 
the farmer receives for his product. 

However, for those adopting such a position, they cannot deny that 
increases in costs of handling will be reflected in the price to the con- 
sumer. 

Certainly, they will not contend that the processor, the wholesaler, 
or the retailer is going to absorb such increases in costs. 

Thus, H. R. 5823 represents a measure that can be productive only to 
the folks engaged in the handling of agricultural commodities be- 
tween the farmer, and the consumer. 

And, under the bill, as drafted, this would be confined to a select 
group of certificated carriers. The farmer and the consumer have 
to be hurt. There is no way out for either of them. 

In conclusion, Mr. Chairman, certainly, we all recognize the pos- 
sibility of the “exemptions” being broadened far beyond that which 
Congress anticipated and far beyond the actual need of agriculture. 
Such is neither desirable nor proper. 

In view of the record, it may be desirable for the Congress to give 
some thought to indicating by resolution or some other proper method 
that the present day court determinations, and the administrative rul- 
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ing of the Interstate Commerce Commission, as promulgated in its 
ruling No. 107, of March 19, 1958, expresses the sense of Congress with 
respect to the extent that the exemption provisions of section 203 (b) 
(6) of the Interstate Commerce Act should apply. 

Of course, this would not foreclose differences, nor litigation. But 
it would be a clarification and more definitely define the intent and 
purpose of the Congress—perhaps insuring a sympathetic adminis. 
tration of the act which would be beneficial to all of agriculture and 
Congress itself. 

Your courtesy in hearing me out is appreciated. I thank you. 

Mr. Rogers. Thank you very much, Mr. Watts, for a very clear and 
concise statement of your views on this subject, and let the Chair say 
that your representation, stalwart representation of your people who 
are affected by these matters is well known to the Chair, and I am 
sure, to every member of this committee. 

Do you have any questions, Mr. Hale? 

Mr. Hare. Mr. Watts, that agriculture is already tottering. The 
railroads are tottering, too, for that matter, aren’t they ? 

Mr. Warts. Yes, sir; they are, so they say. 

Mr. Hatz. Of course you argue that rates would be increased if 
this bill were passed. 

Mr. Warts. That is right, sir. 

Mr. Hare. And probably they would. I am perfectly willing to 
accept that argument, but that argument should not be conclusive on 
this committee, should it? 

Mr. Warts. No, sir; and that is not the only argument I advanced 
against the bill. I just don’t believe the railroads are capable of 
performing many of the services that are being performed by exempt 
carriers, and of course if we had time I could cite a number of them. 

It so happens, and I don’t mean to inject this, I regulated carriers 
in Kentucky for a period of about 3 years. I served as commissioner 
of motor transportation of the Commonwealth of Kentucky and had 
some little experience in the regulation of carriers, common carriers, 
contract carriers, exempt carriers, buses, trucks, and so on and so 
forth, 

I know there isa problem. There is a problem facing the railroads. 
There is a problem facing the trucking industry. But there is no 
use to discommode everybody to try to take care of one segment. 

Mr. Hate. The Interstate Commerce Commission comes before us 
and says that they think the safety and welfare of the public demand 
that these carriers be regulated. 

Mr. Warts. They are regulated as to safety at the present. time. 
I cannot assume that this attack by the Commission is rer on the 
economic condition of the railroads, because the Interstate Commerce 
Commission has been attacking this exempt provision ever since it 
was put in the law. 

Mr. Hate. You do not suggest that it should be broadened, but you 
want it to stay put ? 

Mr. Warts. No, sir; I think maybe it ought to be stabilized. I 
think it has gone far enough. I think it could go too far. 

Mr. Hatz. That is all. 

Mr. Roeers. Mr. Harris, do you have any questions ? 
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Chairman Harris. I believe not, Mr. Chairman, except to say that 
I am very glad, personally, to have the benefit of our colleague’s testi- 
mony. He is well known as an experienced man in this field, having 
served on the commission in the State of Kentucky for a number of 
years. He iseminently qualified to discuss this very highly important 
and controversial problem. 

Mr. Rocers. Mr. Watts, what would be your reaction to the pro- 
posal to include the railroads and the regulated trucks in the ex- 
emption ? 

Mr. Warrs. They have an unqualified right today if they care to, 
I would assume, to haul exempted commodities at any rate they want 
to. 

Mr. Rogers. I think the act reads, “Motor carriers.” 

Mr. Warts. Maybe I might be going too far in putting the rail- 
roads in it. I see nothing wrong in giving everybody a fair shake, if 
that is what you mean. 

Mr. Rocers. That is a pretty honest way to put it. 

Thank you. 

Chairman Harris. I would like to ask this: You are aware of the 
fact that this bill does not do away with the exemption provision on 
agricultural products! 

Mr. Warts. No, but it narrows it. 

Chairman Harris. It limits the exemption to transportation. 

From the point of production to a point where such commodities first pass 
out of the actual possession and control of the preducer. 

Mr. Warts. I realize that, Mr. Chairman. 

Chairman Harris. In other words, a lot of people feel that the ex- 
emption originally was to benefit the farmer carrying his product 
from the farm to the market. 

The question comes up here, which is rather technical: Where is the 
market 

Mr. Warrs. The original act, and I do not have it before me and 

robably the chairman knows more about it than I do, if it was solely 
for the purpose of the farmer himself, would have granted the ex- 
emption to the farmer, I am assuming, but it granted the exemption 
tothe agricultural product, did it not, sir? 

Chairman Harris. Yes; it granted the exemption to transportation. 

Mr. Warts. To the agricultural product / 

Chairman Harris. To the agricultural product itself, but the in- 
tent of it was to benefit the farmer in getting his product from the 
farm to where he got rid of it. 

Mr. Warts. I agree with the chairman that probably the cardinal 
purpose back of it was to help the farmer and that is the fight that 
[am making today. 

U nfortunately, the farmer operates different from anybody else. 
When a manufacturer manufactures an item he adds into it the cost 
of the raw material, the labor, the interest, taxes, depreciation, and 
everything, and passes it. on to the wholesaler at a price showing a 
profit to himself. The wholesaler adds in all his costs plus profit and 
passes it on to the retailer. 

The retailer adds all his costs plus the profit and that is what the 
consumer pays. 





266 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


On the other hand, let’s take the farmer. What happens to him 
It is just the reverse. They sell the item for $10 and the retailer 
takes out everything he can take out, the wholesaler takes everything 
he can take out, the manufacturer takes out everything he can take 
out, and whatever is left the farmer gets. So it does not matter 
where you increase the cost up and down the line on an agricultural 
commodity, it is going to ultimately come out of that farmer’s pocket, 
because he is not permitted to take his item and say, “This costs me 
so much, my depreciation is so much, my taxes are so much; therefore 
I want this.” 

They commence at the top and subtract on him and he gets what is 
left. In every other commodity they commence at the bottom and add 
on and the consumer pays, so there is no escaping the fact that when 
you increase the cost of transportation you reduce the income of the 
farmer. 

Chairman Harris. That is all. 

Mr. Rocrers. Thank you, Mr. Watts. 

Mr. Warts. Thank you, Mr. Chairman and members of the com- 
mittee. Lappreciate being with you very much. 

Mr. Rogers. Thank you. We are glad to have had you. 

Our next witness is our colleague, Mr. Ullman, from Oregon. Mr. 
Ullman, we are very glad to have you before the committee and you 
may proceed in any manner you desire. 


STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mr. Utitman. Thank you, Mr. Chairman. I want to thank you and 
the other members of this committee for the opportunity to appear 
before you this morning. 

Mr. Chairman, the language of H. R. 5823 would amend section 208 
(b) (6) of the Interstate Commerce Act by narrowing the list of 
agricultural products which move in interstate commerce under the 
agricultural exemption. I cannot agree with the terms of this bill as 
I am convinced its adoption would be detrimental to the fresh fruit 
and vegetable producers of the Nation. 

Clearly such an adverse effect would result in the agricultural dis- 
trict which I represent. The Second Congressional District of Ore- 
gor is largely agricultural in its makeup and production of fresh fruit 
and vegetables and the shipment of this produce in a fresh or frozen 
condition contributes significantly to the economic well-being of my 
constituents. 

Should H. R. 5823 be enacted, producers in the second district 
could anticipate a substantial and immediate increase in trucki 
rates. I make this contention on the basis of recent studies conduct 
by the Agricultural Marketing Service of the United States Depart- 
ment of Agriculture which point up the fact that the trucking of 
products under the exemption clause has resulted in lower rates and 
improved transportation services to agricultural producers. The 
particular study (Marketing Research Rept. No. 224, United States 
Department of Agriculture, March 1958) to which I refer compared 
transportation cost on agricultural products which were subject to 
ICC regulation prior to and following a court decision which declared 
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these products exempt. A 30 percent reduction in rates was found to 
have occurred following the decision, with resultant savings to agri- 
cultural producers. 

Low rates are, of course, only one of the many advantages which 
the present agricultural exemption imsures for producers and proc- 
essors of agricultural products. The exemption clause has served to 

rotect the market for agricultural products, both with respect to more 

istant markets and to small out-of-the-way markets. The ability of 
exempt haulers to travel on short notice has enabled them to provide a 
flexible and invaluable mode of transportation which could not satis- 
factorily be made available by either the railroads or the certified 
motor carriers. When it is remembered that fresh fruits and vege- 
tables are of a highly perishable nature and that a substantial pro- 
portion of these products cannot be stored for long periods, the value 
of this expeditious and flexible mode of transportation is evident. 

It is not difficult to understand, therefore, the reasons which 
prompted 60 percent of the producers interviewed in the AMS study 
to which I referred to above to cite more advantages in the use of 
for-hire truckers than in the use of regulated carriers. Among the 
top five advantages of for-hire trucking listed were the following: 
(1) availability of services, (2) lower rates, (3) willingness to serve 
off-line points, (4) quicker deliveries, and (5) willingness to serve 
distant markets. 

Moreover, the present exemption has allowed the comingling of 
part lots of products for shipment, a practice of great importance 
to many of the small growers in my district. However, should H. R. 
5823 be adopted, this practice would seriously be hampered for if 
one grower desired to ship on commission at destination and the other 
desired to sell f. o. b. point of origin, the grower shipping on com- 
mission, as well as the shipping f. 0. b., would be deprived of the 
exemption. 

Mr. Chairman, H. R. 5823 appears to be just one more attempt to 
adopt the erroneous theory that holds that Congress originally in- 
tended that the agricultural exemption should afford the farmers 
relief only from the point of production to the point where they first 
enter the channels of commerce or to the point of the primary market. 
This contention has repeatedly been rejected, and rightfully so, I 
believe. 

In 1939, the Interstate Commerce Commission recommended that 
the exemption be limited to the movement of commodities in their 
first movement off the farm. The Senate Committee on Interstate 
Commerce took no action on this recommendation. In 1940, the ICC 
proposed another amendment of this same nature recommending that 
the exemption be limited “in the first movement from the point of 
production to the point of sale by the producer”. Again, no action 
was taken by the committee. 

In 1952, yet another recommendation of the ICC legislative com- 
mittee proposed this same limitation. Again, it failed to muster 
committee approval. 

In 1955, in its 69th Annual Report, the Commission recommended 
that section 203 (b) (6) proposed that the exemption on agricultural 
products be limited from the point of production to the primary 
market. But, just as in 1939, 1940 and 1952, the Congress took no 
action. 


26170—58———18 
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Mr. Chairman, the repeated refusal of Congress to limit the agri- 
cultural exemption, and especially its reluctance to adopt the “chan- 
nels of commerce” principle, should recommend a cautious approach 
to H. R. 5823. The agricultural exemption in its present form has 
worked admirably well and tampering with it would, in my opinion, 
be unwise. . 

Fruit and vegetable producers and processors are ill prepared at 
the present time to shoulder yet another economic burden, nor do 
they deserve the one which H. R. 5823 would force upon them. For 
these reasons, I believe this proposal is unsound and I am hopeful 
that the members of this subcommittee will refuse to give it their 
approval. 

Mr. Rogers. Thank you, Mr. Ullman. We appreciate your state- 
ment. 

Mr. Utiman. Thank you. 

Mr. Rogers. Our next witness is Mr. Fred W. Burrows, executive 
vice president of the International Apple Association, Washington, 
D. C. If you will identify yourself for the purpose of the record, 
Mr. Burrows, you may proceed. 


STATEMENT OF FRED W. BURROWS, EXECUTIVE VICE PRESIDENT 
OF THE INTERNATIONAL APPLE ASSOCIATION, WASHINGTON, 
D. C. 


Mr. Burrows. My name is Fred W. Burrows. I am executive vice 
president of the International Apple Association, Inc., with offices at 
1302 18th Street, NW., Washington 6, D.C. 

Our association is a nonprofit membership organization composed 
of every segment of the industry. Its members produce and/or 
distribute more than 75 percent of the commercial crops of apples 
and winter pears as well as sizable quantities of other fruits and some 
vegetables. 

We deeply appreciate the opportunity to express our strong 
opposition to H. R. 5823. 

We concur in and support the excellent statement submitted by 
Durward Seals of the United Fresh Fruit and Vegetable Association. 

This bill, if enacted, would practically destroy the vital and neces- 
sary agricultural exemption in section 203 (b) (6) as we know it 
today. 

The present exemption is an absolute necessity to enable our in- 
dustry to distribute our health-giving commodities to all consuming 
areas in the most efficient manner possible, at the lowest possible 
cost to the consumer, and with the greatest possible returns to the 
producer. 

Today, the apple industry ships about 80 percent of the apples for 
“fresh” channels by motor carrier and practically all of these truck 
shipments move under 203 (b) (6), the agricultural exemption. 

Also, nearly 100 percent of the raw fresh apples shipped to process- 
ing plants are moved by truck under the same exemption. 

We vigorously oppose H. R. 5823 because : 

1. It would practically eliminate or at least seriously reduce the 
flexibility of service and route that is so necessary in the full distri- 
bution of our perishable commodities. The rail carrier and the 
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regulated motor carrier cannot even approach the flexibility of the 
exempt hauler. 

This bill would drastically cut the supply of efficient trans- 
portation available to our industry. The railroads and certificated 
motor carriers do not have sufficient facilities to properly transport 
and distribute the tonnage now handled by the exempt haulers that 
would be eliminated by the proposed legislation. ‘urther, the cer- 
titicated motor carriers in general are not interested in this exempt 
traffic nor can they perform the necessary services. 

3. Enactment of H. R. 5823 would result in the consumer paying 
higher prices for fruits and vegetables by the reason of higher trans- 
portation charges an‘! reater ‘spoilage because of delays in pickups, 
more circuitous routes, delays at interchanges, and so forth. 

4. Further, passage of this bill would likely result in reduced 
returns to the producer. 

5. Many honest hard-working small-business men would be 
deprived of their livelihood. 

Many valid reasons and excellent examples for all of the above have 
been advanced by other representatives of agricultural organizations 
who have already testified. We see no reason to further enlarge the 
record through reiteration. 

However, I would like to furnish an exemple or two on the matters 
of flexibility and returns to growers. 

Today we see a tremendous revolution in distribution. During the 
past 20 years many new areas and markets throughout the country 
have become important to us in selling our commodities. In many 
instances these new areas cannot be adequately serviced except by 
exempt carrier. Without these markets, or should the flow of com- 
merce be curtailed or disrupted for any reason, our industry would be 
seriously hurt, especially the producer. 

We spoke of a revolution in distribution As we all know, there 
has been a definite and rapid trend toward concentration of buying 
power. We are speaking of chainstores and we are not here to debate 
or question the advantages or disadvantages of this type of mer- 
chandising. Suffice to say they are merchandising tremendous 
tonnage of high quality fruits and vegetables at a reasonable price. 

However, our industry must meet. the changing methods of distri- 
bution. The average grower can no longer afford to try to sell his 
individual crop to these giant distributors. He cannot meet. their 
needs for continuity of supply, uniform grade and package and 
variety. Therefore, he must join with others, either cooperatively 
or corporatively, through a sales agency or sell his crop to a cash 
buyer. Thus, in effect, he hires a sales specialist who can return him 
the most money in these days of fierce competition. 

For a small or even a fairly large grower to try to sell direct: to 
the large retailer has not proven to ‘his. advantage, as we in the apple 
industry are rapidly finding out and we hope not too late. 

One of the committee registered concern that the present exemption 

yas of greater benefit to the middleman (the co-operative, the selling 
broker, the sales agency, and so forth) than the producer. 

The previous paragraphs clearly demonstrate this not to be the 

‘ase. Without the so-called middleman the producer would in most 
instances not be able to sell his crop direct as profitably because he 
could not meet the needs of the customer he would be seeking—the 
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big retailer. Also he could not hope to reach the many new areas and 
markets that are now in existence. 

Therefore, it is essential that the present exemption for fresh 
fruits and vegetables be maintained and the channels of commerce 
basis rejected. 

There is even a further change in our method of distribution that 
could not be adequately handled by the regulated carriers, i. e., mixed 
cars. Even though the supermarkets have become more super and 
chainstores have consolidated, there is greater hand-to-mouth buying. 
A tremendous amount of our tonnage is moved in what we call 
drugstore shipments. 

For example, a truck may start in California and at 2 or 3 different 
laces, some miles apart, may pick up 100 packages of grapes, 200 
oxes of citrus, and 50 boxes of plums. The truck might then pro- 

ceed to Medford, Oreg., and pick up 200 boxes of pears and then 
finally 100 boxes of apples in Hood River, Oreg. 

It might then proceed to the Midwest and drop off these com- 
modities or combinations of these commodities at as many as 6 to 
10 different outlets. These outlets are not usually all located in the 
same city or even in the same State. 

Gentlemen, this is flexibility. A service that could never be ade 
quately performed by regulated carriers. It is essential to realize 
that the sales might never have been consummated unless such an 


arrangement was developed. Can you imagine the average grower 

attempting to sell on this basis, without the aid of a middleman? 
This is not an isolated, farfetched example. It happens every day 

and is increasing rapidly. The bill would eliminate such distribution. 


Therefore, we respectfully urge that H. R. 5823 be rejected. 

Mr. Rogers. Thank you, Mr. Burrows. 

We appreciate your statement. 

Our next witness is Mr. Tyler Ford, manager of the Maryland 
Tobacco Cooperative, Inc., Upper Marlboro, Md. Please identify 
yourself for the record, Mr. Ford, and then you may proceed. 


STATEMENT OF TYLER FORD, MANAGER OF THE MARYLAND 
TOBACCO COOPERATIVE, INC., UPPER MARLBORO, MD. 


Mr. Forp. Mr. Chairman, the Maryland Tobacco Cooperative, Inc., 
with principle office in Upper Marlboro, Md., wishes to express to 
you and your committee their objection to H. R. 5823, designed to 
amend clause (6) section 203 (b) of the Interstate Commerce Act 
as amended (49 U. S. C., sec. 303), by adding to the present sub- 
section 6 the following words: 

From the point of production to a point where such commodities first pass 
out of the actual possession and control of the producer. 

The above-quoted words restrict or modify the present existing 
exclusion of motor vehicles used in carrying property consisting of 
ordinary livestock, live poultry, fish, or agricultural commodities. 

The only logical deduction to be made from this limitation of 
the exemption is that motor carriers would be allowed a higher rate 
for transporting tobacco and other agricultural commodities from the 
broker, the auction sales floor, the warehouse, or the packer at which 





INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 271 


point possession and control leaves the farmer to the manufacturer. 

The Maryland Tobacco Cooperative, Inc., objects to this amendment 
because it believes that the only result of its adoption would be an 
ultimate increase in the cost of transporting leaf tobacco and other 
agricultural commodities from the sales floor, the packer, or the 
warehouse to the manufacturer or retailer. 

The increase in cost of transportation must be borne by or passed 
on either to the ultimate consumer, that is the general public, by 
an increase of the cost to them of the product or it must be passed 
backward to the farmer producer in the form of a lower price or 
income to the farmer or producer. 

It cannot be expected that the manufacturer with his fixed costs 
and competitive market can absorb this additional cost or that the 
warehouseman, packer, or marketing agent can absorb the additional 
charge. 

Therefore, it is our belief and consequently our contention that 
any increase in transportation cost resulting from the aforesaid limi- 
tation of the exemption will, as in the past, adversely affect only 
the farmer producer by giving him a smaller income on his produc- 
tion or cause the consumer to pay a higher price for the agricultural 
products, thus raising his cost of living. Either effect at this time 
should be avoided as unwise and detrimental to our present economy. 

Mr. Rogers. We appreciate your statement, Mr. Ford. 

Thank you very much. 

Mr. Forp. Thank you. 

Mr. Rogers. In view of the situation that has developed and in 
view of the fact that the gentleman was told by the committee not 
to come until Friday and he was reached earlier, I think we ought 
to recognize Mr. Augello, at this time, who represents the fish 
industry. 

Is Mr. Augello in the audience? 


STATEMENT OF WILLIAM J. AUGELLO, JR., TRAFFIC COUNSEL FOR 
NATIONAL FISHERIES INSTITUTE, INC. 


Mr. AvuaGetwo. Yes, sir. 

Mr. Rogers. As you desire, Mr. Augello, you may proceed. 

Mr. Aucetxio. Thank you. 

My name is William J. Augello, Jr., and I am an attorney appear- 
ing here today as traffic counsel for the National Fisheries Institute, 
Inc., of 1614 20th Street NW, Washington, D. C., a national trade 
organization, composed of approximately 500 firms in the United 
States and Alaska. 

The membership encompasses producers, boatowners, processors, 
eanners, freezers, smokers, wholesalers, and brokers of fish and 
shellfish. 

In addition to these firms, I have been authorized to testify 
on behalf of the Texas Shrimp Association, which comprises 248 boat- 
owners, plant operators, haulers, freezers, packers, and unloaders of 
fresh, frozen, or breaded shrimp; the Oyster Institute of North 
America, comprised of 202 oyster, clam, and crab packers, growers, 
and dealers along the east, gulf, and Pacific coast; the North Cali- 
fornia Seafood Institute, comprised of 38 brokers, processors, whole- 
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salers and distributors; the Massachusetts Fisheries Association’s 
52 members; the Gloucester Fisheries Association; the Seafood Pro- 
ducers’ Association, New Bedford, Mass., comprised of 125 vessel 
owners; the Southeastern Fisheries Association, Inc., Tallahassee, 
Fla., comprised of 300 members; and the Fishery Council of New 
York and Middle Atlantic Area, Inc., consisting of 100 wholesalers, 
importers, brokers, and truckmen. 

In addition to those, I would like to state that this testimony has 
also been endorsed by the Southern California Fisheries Association 
comprised of 64 members, the Northwest Fisheries Association, and 
the Tampa Shrimp Producers Association, Inc., which is a coopera- 
tive of 104 shrimp trawlers operating out of Tampa. 

The fishery industry is unanimously opposed to H. R. 5823, as are 
the exempt carriers hauling the bulk of our products. 

I might say that, following our testimony before Senator Smathers’ 
subcommittee on the deteriorating railroad situation, we were re- 
quested to furnish the number of exempt carriers who were in sup- 
port of our position, and we conducted a survey and developed that 
50 exempt carriers who haul the bulk of our products are in support 
of our opposition. 

This bill proposes to restrict the exempt trucking of fish and shell- 
fish to the movement from the— 
wharf or other landing place at which the fisherman debarks his catch or the 
point at which the fish are gathered for shipment— 
to a point where the commodity first passes out of the actual possession 
and control of the producer. 

In brief, the Interstate Commerce Commission proposes to limit 
the fishery exemption to movements from the point of production to 
the primary market. 

It is our considered opinion that this proposal is not only ambiguous 
and unworkable, but, also, fails to recognize the fundamental reason 
for the fishery exemption, and that is the perishability of seafood 
products. 

Fresh and frozen seafoods are highly perishable from the time 
they are taken from the water until they are consumed. These prod- 
to expand the fishery exemption. Nor are there any decisions or con- 
trol of the producer. 

The expedited, flexible services of exempt carriers, therefore, are 
required during the entire distributing process, irrespective of whether 
the shipment is in the possession and control of the producer or some 
other party. 

Exempt carriers have been better able to maintain the 0° temper- 
ature required for seafoods, because shipments are delivered to desti- 
nations without interchange of drivers or equipment. 

Shippers have found that, by using exempt carriers, they avoid 
costly shipping delays and storage costs resulting from delays in 
locating certificated carriers with the necessary authority or equip- 
ment, particularly for less-than-truckload and split-delivery ship- 
ments. 

The exempt carriers’ success in developing a satisfactory distri- 
bution system for this perishable, small-shipment traffic is ample 
proof of Congress’ wisdom in exempting seafoods in 1935. 





ti 


INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 273 


The fundamental theory of H. R, 5823 was recommended by the 
Commission in its 70th annual report dated November 1, 1956, wherein 
it stated : 

The present exemption is being used by commercial interests for their own 
advantage without any provable benefit to the farmer whose price is usually de- 
termined when a sale is made to a broker or dealer. 

Recent court decisions threaten to expand further the exemption for agri- 
cultural commodities to include the transportation of a huge volume of com- 
merically processed products. 

The Supreme Court in holding in a recent 5-to-4 decision (Hast Texas Motor 
Freight Lines v. Frozen Food Express, 351 U. 8S. 49) that the exemption for 
“agricultural commodities—not including manufactured products thereof—” ap- 
plied to fresh and frozen dressed poultry, stated that the exemption applies so 
long as “the commodity retains a continuing substantial identity through the 
processing stage.” 

If this concept is applied to exempt other important commodities such as 
frozen and canned fruits and vegetables which are processed in large commercial 
plants and transported by regulated carriers, the result will be a serious im- 
pairment of the position of the regulated carriers upon whom small shippers, 
including farmers, are dependent for transportation. 

It is significant that the Commission failed to mention the fishery 
exemption in its recommendations. It is obvious that it was con- 
cerned with the agricultural exemption alone, and that the fishery 
exemption was inc Tuded in H. R. 5823 only because it happens to be 
included in section 203 (b) (6). 

The fishery industry is separate and distinct from the agricultural 
industry, even though it has similar and related problems. 

There is one important distinction, however, and that is that frozen 
fish have always been held by the Commission to be exempt, whereas 
the Commission has not considered frozen fruits and vegetables to be 
exempt. 

There have been no recent court decisions which broaden or threaten 
to expand the fishery exemption. Nor are there any decisions or con- 
ditions in the fishery industry which threaten to impair the position 
of the railroads or regulated motor carriers. 

The fact is that regulated carriers do not, and have not for many 
years, transported any substantial amount of fresh or frozen fishery 
products under ICC regulation. 

That has been the situation since 1935. We do not feel that the 
recommended change in the fishery exemption is going to affect the 
railroads one bit. 

The fishery industry has special problems peculiar to the distribu- 
tion of its products, the first and foremost of which is that it virtually 
lacks regulated-carrier service for the transportation of frozen prod- 
ucts in less-than-truckload lots. 

Our members have been told by numerous ICC carriers, including 
those operating mechanically refrigerated trailers, that they are either 
unable or unw illing to arrange for ‘the distribution of small quantities 
of frozen products and will not accept truckloads requiring numerous 
split deliveries at various destinations en route. 

The industry has, therefore, been wholly reliant upon exempt car- 
riers to provide this essential service. Asa matter of fact, these car- 
riers have been credited by many producers, many of which are located 
at inaccessible seacoast. towns, with being lar gely responsible for the 
successful marketing of their many new pr oducts to inland and remote 
areas. 
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This small-shipment problem can be attributed to the fact that the 
annual volume of fishery products is substantially less than the volume 
of competitive foods. 

As an illustration, the per capita consumption of fish during 1956 
was only 10 pounds per person as compared with 100 a for fresh 
fruits, 148 pounds for fresh vegetables, 102 pounds for potatoes, 28.8 
pounds for poultry, and 1633 pounds for meat. 

The January 1958 issue of Nation’s Business showed that the aver- 
age American family even spends more annually on hotdogs than on 
fish. The figures reported were $125 per year for beef, $105 for pork, 
$55 for poultry, $38 for frankfurters, and only $30 for fish. 

As a practical matter, distributors of frozen foods are, generally, 
able to oe orders for truckloads of frozen fruits, vegetables, poultry, 
and other foods, but require substantially less supplies of fishery 
products. 

Our producers, therefore, must use carriers who are willing and 
able to either consolidate less-than-carload shipments of frozen foods 
for distribution throughout an unlimited area, or accept a truckload for 
= delivery of oan orders at numerous destinations specified by 
the shipper. 

As a practical matter, the great majority of our sales are made in 
1,000-, or 5,000-, or 10,000-pound lots, so it is necessary to accumulate 
many small shipments in order to make up a trip load and distribute 
them all along the route to the final destination. 

It has been our members’ experience that carriers have not been able 
to render these special services under ICC regulation, particularly 
suited for, and they have been mainly responsible for, developing the 
many inland markets for our new products. 

We are convinced that the services being performed by our present 
exempt carriers could not be duplicated by carriers operating under 
existing ICC regulations. 

The Commission’s policy of restricting carriers’ certificates to spe- 
cific commodities, limited origin and destination points, and specified 
routes would act as a serious deterrent to the flexibility and expedition 
required. 

ur industry is continually developing new and improved products 
and expanding its markets and distribution points in an effort to 
increase the per capita consumption of seafoods. 

Our carriers, therefore, require flexibility in the commodities to be 
hauled, points to be served, and the routes over which they may 
operate. 

Weare also convinced that these essential elements of exempt trans- 
portation will not be retained by the inclusion of a “grandfather” 
pete in the suggested legislation, as has been proposed in S. 2553, 

nown as the Smathers bill. 

A review of the ICC’s application of “grandfather” provisions under 
similar circumstances will reveal the many difficulties which will be 
presented to exempt truckers desiring to obtain a certificate for the 
continuation of past operations. 

If these exempt carriers feel or have been informed that they will 
automatically obtain “grandfather” rights on a nationwide basis or 
for all of the products that they have ever handled, I am afraid that 
they are badly mistaken. 
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The majority of these individuals will be faced with many insur- 
mountable obstacles in proving that they have performed “substantial 
and continuous” tr ansportation as a bona fide carrier for hire. 

Many truckers have no contract of carriage with the shipper, and 
others oa under contracts between the truck broker and shipper. 

Many operate under lease to others, particularly on return move- 
ments to agricultural areas. Due to the nature of their business, 
there are many points between which operations are conducted spo- 
ratically and infrequently. 

It is reasonable to expect that exempt truckers who may seek to 
obtain a “grandfather” certificate under any of these circumstances 
will meet with substantial opposition from rail and certificated car- 
riers, and possibly other exempt carriers, as the applicants will be 
unable to submit adequate proof of their operation as a common 
carrier. 

The most that can be expected is that the Commission may issue 
certificates restricting exempt carriers’ operations to the transporta- 
tion of specific commodities presently being transported between speci- 
fied points, as destinguished from broad commodity and statewide 
authority. 

This would be wholly unsatisfactory to the fishery industry as it 
will deprive our carriers of the freedom required to follow our catch 
and serve our expanding markets. 

Those members of this committee representing coastal and inland 
fishery areas are probably well aware of how the mysteries of the 
sea, the weather, and biological pests affect the production and mar- 
keting of seafoods. 

Consider, for instance, the disruption in production and marketing 
of fish caused in recent years by the lamprey eel in the Great Lakes 
and inland rivers, the destruction of oyster beds by the hurricanes in 
the Northeastern States, the invasion of shellfish grounds in New 
York and Connecticut by starfish, oyster drills, and other menaces, 
and the mysterious red tide that periodically wipes out marine life 
along the Florida coast. 

The truckers hauling seafoods are also affected by these catastro- 
phies and must be free to adjust their operations to meet prevailing 
conditions if they wish to stay in business. 

The flexibility of operation required by the peculiar conditions in 
our industry cannot be attained under ICC or any other governmental 
regulation. 

It is the flexibility of exempt carriers’ service that we need now and 
we are going to need it for the years to come, and under any type of 
operational restrictions we are going to be deprived of that flexibility. 

Under the Commission’s recommended modification of the fishery 
exemption, the line of demarcation between exempt and nonexempt 
seafoods would be ever changing, mysterious, and virtually impossible 
to determine without a complete examination of the history of the 
product and the entire business transaction. 

In contrast to this proposal, we now have a logical, workable, and 
time-tested distinction between exempt and nonexempt fishery 
products. 

It should be noted, at this point, that the terms “fish,” including 
“shellfish” used in section 203 (b) (6) of the act was not limited by the 
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parenthetical clause “not including manufactured products thereof” 
which modifies the term “agricultural commodities.” 

The Federal District Court in the Love case held that Congress did 
not intend to limit the fishery exemption as it did the agricultural 
exemption (Jnt. Commerce Commission v. Love, 77 Fed. Supp. 63, 
affirmed 172 Fed. (2d) 224). 

Therefore, in the Monark Egg case (Monark Egg Corp. Contract 
Carrier Application, 52 MCC 576), the Commission held that— 

The term “fish—including shellfish” meant frozen, quick frozen, and unfrozen 
fish and shellfish in the various forms in which it is shipped, such as live fish, 
fish in the round, beheaded and gutted fish, filleted fish, beheaded shrini}, and 
oysters, clams, crabs, and lobsters, with or without shells, including crabmeat and 
lobstermeat, but excluding fish and shellfish in hermetically sealed containers 
and shellfish which have been otherwise treated for preserving such as smoked, 
salted, pickled, spiced, corned, or kippered. 

In view of the fact that the criterion for the fishery exemption is 
not dependent upon the state of manufacture, as is the exemption of 
agricultural commodities, the Commission devised a separate and 
distinct criterion for the fishery exemption which appears to turn upon 
the method of preservation used. 

If seafood products are temporarily preserved during transit by 
freezing or refrigeration. with water ice, the product is exempt. 

If, however , the product is more permanently preserved by a. 
canned, smoked, salted, pickled, spiced, corned, or kippered, the pre 
uct is not entitled to the exemption. 

The fishery industry has accepted and observed this distinction for 
many years. Asa result, the great bulk of the fresh and frozen fishery 
products move via exempt carriers, and the canned, smoked, salted, and 
pickled seafoods move via regulated carriers. 

We have no desire to seek the removal of canned or other perma- 
nently preserved fishery products from ICC regulation. 

On the other hand, the fishery industry is emphatic ally opposed to 
any change in the exemption of fresh or frozen products. 

Since the development of new fishery products to meet the demand 
for frozen “convenience foods,” the ICC has informally ruled that 
breaded, uncooked, frozen fish and shellfish are exempt but that 
cooked frozen seafoods are subject to ICC regulation. 

The Commission’s informal view is unsupported by legal authority, 
is illogical, and contradicts the “method of preservation” criterion 
established by it in the Monark Egg case. 

In the same informal ruling, which ine identally is administrative 
ruling No. 107, which was published March 19, 1958, the Commission 
reaffirmed the method of preservation criterion with respect to canned 
fish. 

It ruled that fish hermetically sealed in containers “as a treatment 
for preserving” are not exempt, but that the exemption applied to fish 
packed in hermetically sealed containers for cleanliness only, when 
preservation is attained by refrigeration. 

We are in complete agreement with this distinction and submit that 
this test should be consistently observed by the Commission for all 
fishery products. 

The fact that a product is cooked does not make it any less perishable. 
A frozen cooked and breaded fishery product is more perishable than 
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the same product when fresh or frozen raw, and thus requires a higher 
degree of protection in transit. 

The freezing of fish, whether cooked or uncooked, arrests deteriora- 
tion only so long as the commodity remains frozen—the cooking 
process ca not perform any preservation functions. 

For example, crabmeat and lobster meat are specifically mentioned 
in the Monark Egg case as exempt commodities. 

Crabs and lobsters must be cooked to extract the meat from the shell. 
This meat, when frozen or refrigerated with ice, is identical with 
cooked frozen or refrigerated fillets, steaks, or sticks. 

It is clearly inconsistent and arbitrary to hold that cooked frozen 
crabmeat is exempt but cooked frozen fillets are not a 

At any event, it would be wholly impractical to draw a distinction 
between cooked and uncooked frozen products, since the vast majority 
of our shipments contain a portion of cooked products. 

The mixture of a regulated product with a truckload of exempt 
commodities subjects the entire s shipaiend to ICC regulation, and there- 
fore the entire fishery exemption would be virtually nullified if frozen 
cooked fishery products are subjected to ICC regulation. 

In the event this committee decides to amend the agricultural or 
fishery exemption in any respect whatsoever, we urge that clarifying 
language be added to the present fishery exemption | to reflect the line 
of demarcation between temporarily and permanently preserved 
products as set forth by the Commission in the Monark Egg case. 

The clarifying language we suggest for adoption is as follows, and 
I have an amendment here, Mr. Chairman. We just concluded our 


convention and at the Board of Directors’ meeting they approved a 
resolution which directs us to request a modific ation to this language 
which appears at page 10 of my statement, and I will read the amended 
request : 


Fish, or shellfish, and fresh or frozen products thereof, containing seafoods as 
the basic ingredient, whether breaded, cooked, or otherwise prepared; but. not 
including fish and shellfish which have been treated for preserving, such as 
canned, smoked, salted, pickled, spiced, corned, or kippered products. 

It is respectfully submitted that this restatement of the fishery 
exemption to reflect the Commission-prescribed “method of preserva- 
tion” criterion is more logical and pre actical than the “primary market” 
or “possession and control” theory presently under consideration. 

It is further submitted that this clarification is urgently needed by 
the fishery and exempt carrier industries to avoid prolonged and 
costly litigation in the courts and before the Commission, and to 
prevent unwarranted interference with the orderly marketing of its 
perishable products. 

We are confident that the committee does not desire to recommend 
legislation which would fail to insure the continuation of the essential 
services presently being rendered by exempt carriers. 

These services can only be continued if this problem is realistically 
approached from an operational standpoint rather than theoretically 
or legalistically. 

Mr. Ch: airman, I would like to incorporate in the record the resolu- 
tion which more or less summarizes the entire situation. 

Mr. Rogers. That resolution is not included in your present written 
statement / 
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Mr. Avertxo. No; it is not. 

Mr. Rogers. Without objection, it will be included as a part of your 
statement, if you will hand it to the reporter. 

Mr. Avertio. Thank you. 

(The document follows :) 


SUBMITTED BY THE TRAFFIC COMMITTEE 


Whereas the fishery industry is finding it necessary to produce and market an 
increasing amount of breaded, cooked, and otherwise prepared fishery products 
to increase the per capita consumption of fishery products; and 

Whereas an increasing proportion of truck shipments contains quantities of 
cooked, breaded, and otherwise prepared fishery products in mixed truckloads 
with raw frozen seafoods ; and 

Whereas fresh and frozen seafoods are highly perishable, particularly cooked 
and breaded products ; and 

Whereas the fishery industry has an urgent need of a flexible, specialized, and 
expeditious distribution system for its fresh and frozen products in truckload, 
but more particularly in less-than-truckload quantities; and 

Whereas Congress has long and continuously recognized that this urgent need 
cannot be met by regulated carriers alone and has, therefore, exempted from ICO 
regulation trucks hauling fish and shellfish ; and 

Whereas the continued development and expansion of this industry is dependent 
upon an economical and flexible truck distribution system: Now, therefore, be it 

Resolved, That the National Fisheries Institute, Inc., in convention assembled 
at San Francisco, Calif., on this 23d day of April 1958, direct its director of 
traffic to oppose any narrowing of the fishery exemption and to continue to work 
toward obtaining such clarification as may be necessary to insure the continued 
exemption of all fresh and frozen seafoods, whether breaded, cooked, or otherwise 
prepared, including products containing seafoods as the basic ingredient. 

Mr. Rogers. Do you have any questions, Mr. Harris? 

Chairman Harris. No questions. 

Mr. Rogers. Mr. Hale, do you have any questions ? 

Mr. Hatz. I have no questions. 

Mr. Rogers. Thank you, Mr. Augello. 

Mr. Aueretio. Thank you. 

Mr. Rogers. Our next witness is Mr. Ralph B. Dewey, president of 
the Pacific American Steamship Association. Mr. Dewey, you may 


proceed. 


STATEMENT OF RALPH B. DEWEY, PRESIDENT, PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewey. Thank you Mr. Chairman. My name is Ralph B. 
Dewey, president of the Pacific American Steamship Association. 

The membership of our organization comprises the major American- 
flag ship operators on the Pacific coast, among whom are a number 
of long-established intercoastal common carriers. We appear in these 
proceedings to support H. R. 5823 to limit the agricultural exemption 
under the Motor Carriers Act. Our interest in this legislation stems 
from : 

1. The need for a clearer definition of the kind of farm commodities 
intended to be exempted and to carve out any future exemption of 
farm products to which is added a significant measure of processing. 
The threat inherent in recent court decisions that exemptions be 
extended to manufactured farm products, even possibly canned goods, 
is something the intercoastal carriers view with great alarm. 
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2. The need for drawing a sharper line between the point where 
the farmer as a primary producer relinquishes physical control of his 
product and the point where the middleman distributes or processors 
take over the control. 

We support the principle embodied in H. R. 5823, which would 
limit exempt truck carriers from “the point of production to the point 
where such commodities first pass out of the actual possession and 
control of the producer.” 

However, we feel tt any legislative history on this language must 
carefully interpret. its true meaning. Our interpretation of “the 
point of production” is the iimediate farm area where commodities 
are produced. We ieel that “such commodities” referred to in this 
clause should be limited to raw farm products, which are carried 
away from their primary producing farm in their natural state, or 
approximately so. 

We interpret the phrase “first pass out of the actual possession and 
control of the producer” to mean the point at which the primary 
farm producer first relinquishes his physical possession and traffic 
control. This might be the local farm produce market; it might be 
the drying, canning, freezing, or processing plant; or it might be 
any terminal distribution point where further transportation 1s con- 
ducted by someone other than the primary farm producer. It must 
not: be construed to mean the point where a farmer relinquishes finan- 
cial control, as that point might be anywhere in the distributive 
process. 

We call particular attention to the committee of the growing im- 
portance of farmer-owned cooperative processing plants. It is our 
view that it tortures the definition of agricultural exemptions to permit 
the on-carriage of cooperative-processed commodities under exemp- 
tion status simply because the primary producer of the raw materials 
happens to be a member of the cooperative that processes his products. 
Nor can it be ignored that cooperative plants are in competition with 

rivate enterprises.. Without clarifying amendments or legislative 

uistory in this regard, sharp discriminations will continue to arise 
between freight costs on processed foods from private plants, as against 
those produced in farmer-owned cooperative plants. 

One possible way to make this clear would be to insert the word 
“individual” before the word “producer” on line 1, page 2 of H. R. 
5823. 

We do not dispute the commonly accepted reasons for exemptions 
of this kind, namely that many common carriers do not serve small 
farms; that often they do not have loading facilities in agricultural 
areas; and that perishable commodities need quick dispatch to avoid 
deterioration. The question at issue, however, is how far down the 
chain of distribution from farm to market this exemption shall obtain. 
In drawing such limits, recent court decisions have gone far beyond 
the processing and distribution of farm products and reached into 
that portion of farm marketing that is far removed from the primary 
producer. 

The decision in 1956 7 a Texas district court in JCC v. Frozen Food 
Express is a good example where the courts have overreached the origi- 


nal intent of the act. Certainly powdered milk and frozen fruits and 
vegetables require manufacturing in their process. And who is to 
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say that the next court decision won’t grant the exemption to canned 
goods, or even more ridiculously to cotton clothing, both of which 
products are based on farm commodities. 

The dividing line between the needs of primary farm producers for 
flexibility in carrying farm produce to the first point of distribution 
and the needs of common carriers for protection against encroachment 
by unregulated carriers has become cloudy and undefined. Unless 
responsible committees of Congress take steps to draw the line the 
courts will continue to usurp this responsibility with further inequi- 
table results and economic distortions in the transportation industry, 
Clearly the intent of Congress is on trial here and we urge your com- 
mittee’s early action on this matter of utmost priority in the field of 
transportation legislation. 

Mr. Rogers. Thank you, Mr. Dewey. Our next witness is Mr, 
Melville Ehrlich, Washington counsel for the Dried Fruit Association 
of California. 

Mr. Ehrlich, you may proceed. 


STATEMENT OF MELVILLE EHRLICH, WASHINGTON COUNSEL FOR 
THE DRIED FRUIT ASSOCIATION OF CALIFORNIA 


Mr. Eurucu. My name is Melville Ehrlich. I am Washington 
counsel for the Dried Fruit Association of California. 

I am here today representing this trade association composed of 
commercial and grower cooperative handlers of approximately 95 
percent of California’s annual production of dried fruits. The total 
production of dried fruits and raisins in California averages approxi- 
mately 450,000 tons annually, with a farm value of around $90 million. 

My appearance here is to urge that the present exemption of dried 
fruit from regulation be preserved. 

We appreciate the opportunity to appear before your committee 
today to explain the great importance to the dried fruit industry of 
the exempt status of motor transportation. Dried fruit was declared 
an exempt commodity in the Interstate Commerce Commission’s de- 
terminations case, MC-968, in April 1951. A great revolution has 
taken place in the movement of our commodity since that decision. 

It is an inescapable fact that the service and versatility of the exempt 
motor transportation is direly needed by such a specialty crop as dried 
fruit. In the past several years, the buying schedules of even the 
large grocery seaial have radically changed so that small inventories 
are not only desirable but demanded by the buyer. Where formerly a 
buyer would take from 60 to 90 days supply of dried fruit, today 
they want a 10-day or 2-week supply so as not to have their cost reserve 
in inventory and they require the supplier to cover their needs on short 
notice or lose this consumption. 

Dried fruit is a specialty crop and it is practically impossible for 
all except manufacturers or the very large users to ack a rail car 
equivalent of this commodity and it requires a large market to use 
this quantity. It is therefore necessary that we have a flexible and 
versatile means of supplying the small markets with our products or 
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otherwise lose the consumption in the smaller marketing areas which 
we are now able to supply by means of the exempt carriers. 

There is little question in the minds of the dried fruit industry that 
the loss of the service we now have would react very unfavorably and 
without question reduce our per capita consumption which has shown 
a marked decline in recent years due to the greater competition for 
the consumer's food dollar. If smaller markets would be required 
to haul from large terminals, the additional cost of local cartage 
plus warehouse distribution would increase the total cost out of all 
proportion. 

There have been a number of statements made by representatives of 
the regulated carriers that the exemption intended for the farmer 
now accrues only to the benefit of commercial interests. We challenge 
this statement if it is intended to relate to the dried fruit industry. 
Our industry is highly competitive in the acquisition of the raw 

roduct from the grower and the grower in turn has benefited by 

increased returns reflecting the highest prices the processor is able 
to pay. Such prices must “include such savings which accrue to the 
processor from lower transportation rates and other cost factors. In 
the dried fruit industry, the grower recognizes all factors which go 
into the prices he receives for his fr uit, inc cluding the costs mentioned 
above. 

However, during the last few years, American farmers as a group 
are receiving less and less as their'share of the consumer's food dollars. 
For instance, his percentage of the food dollar has dropped from in 
excess of 50 percent to a level of less than 40 percent. Therefore any 
benefits such as transportation costs retained or acquired are of para- 
mount importance to the grower. 

Our growers are well aware of consumer resistance which can de- 
velop as a result of unreasonably high prices, even though such 
prices are generally caused by conditions beyond his control, such as 
short crops, world markets, and other uncontrolled circumstances. He 
is fully aware of the fact that there is a ceiling which the consumer 
will pay, but conversely, no floor on what he as a grower is likely 
to receive. Again we say anything which goes into the making of the 
ultimate price to the consumer, including | transportation costs, is of 
paramount interest to the farmers 

The benefit which has nec to the public from exempt truck 
transportation in the matter of rates is apparent from the rate history 
over the last 7 years. Until the Commission’s decision in the Deter- 
minations case in April 1951 dried fruit had always taken the full 
percentage increases in the rail rates. This resulted in a rail rate 
from California to Chicago, for example, of $2.06 hundred weight, 
with a minimum weight of 60,000 pounds, prior to the decision in 
that case. If the full percentage increases had been applied to the 
rail rates since that time, the present rail rate to Chicago would be 
$2.08 hundredweight. The rates which have actually been in effect on 
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dried fruit from California to Chicago since the Commission’s decision 
in the Determinations case are as follows: 


Rates on dried fruit from California to Chicago 
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1 Date of Commission’s decision in Determinations case. 


I have shown the rail rates in this table on the basis of the 60,000- 
pound minimum rates because practically all of the dried fruit moves 
on this minimum. Most of the truck movement is under the “any 
quantity” rates. 

Two significant facts are disclosed by the foregoing table. 

In the first place, the rates on dried fruit are much lower today by 
reason of the presence of the exempt trucks than they otherwise w ould 
have been. This is apparent from a comparison of the existing rates 
of $1.51 by rail and $1.75 and $1.90 by truck with the rail rate of $2.80 
which would have been in effect today if all of the increases had been 
applied. In the second place, the table shows very clearly that all of the 
reductions which have taken place since the Determinations case have 
been instigated by the railroads, and the exempt truckers have merely 
followed the reductions by the rail carriers. 

In spite of these reductions in rates, the trucks have continued to 
handle an increasingly larger volume of this traffic. This is apparent 
from the following statistics which are compiled annually by the Dried 
Fruit Association of California : 


Interstate movement of dried fruit from California—in tons 
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In case the committee feels that these statistics are a result of a 
lower rate by exempt truck than by rail, we wish to impress upon 
you that at no time except the 1951 period, when dried fruit was 
declared an exempt commodity, have the truck rates been lower than 
rail. Since the reduction made in the above table November 1, 1953, 
the truck rates have been consistently higher than the rail. 
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It is well to note that, in spite of the fact that ‘the rates by rail 


‘have consistently been lower than those quoted by the exempt truckers, 


the truck movement has more than doubled since the first year dried 
fruit was declared an exempt commodity. 

The table quoted above showing the movement of dried fruit by 
the various modes of carriers is a reasonable example of the need for 
this varied service to a comparatively small speciality industry such 
as dried fruit. We are furnished the competition needed to control 
rates and still pay a higher rate for the versatile service we enjoy 
by exempt carrier. Those industries and buyers that are capable 
of taking the large minimum required by the rails will continue to 
‘enjoy the lower laid-down cost as given by this more economical form 
of transportation. 

One of the frequent criticisms of the exempt carriers that has been 
reiterated many times is the lack of reliability of these carriers. The 
dried-fruit industry’s experience has been very much to the contrary, 
and to our knowledge no shipper has ever lost a dollar through 
pilferage or lack of insurance. 

Each shipment we make is fully covered by cargo insurance and 
our claim ratio is most favorable. In fact, it is extremely rare that 
we ever have to absorb any loss; and, although we do not wish to offer 
this as criticism of the rail carriers, we can from motor lines be 
recompensed for any shortages, but like claims with the rail carrier 
in most instances are uncollectible. We appreciate the impossibility 
of their policing, particularly stopover cars, and practically all dried- 
fruit cars except those going to manufacturers are stopoffs. 

The speed with which claims are settled by the motor carriers is 
very gratifying and it is seldom that we have a claim 30 days old and 
most are settled within 10 days. 

The rails today advise that dried fruit, even though the rates are 
much lower than they were in 1950, is some of their most attractive 
business. This being the case, it is difficult to understand the increases 
permitted in general rate cases Ex parte 162-6 and 8, which moved 
dried fruit to the high levels attained in 1950 and still reconcile the 
attractiveness of the rates today even though four general rate in- 
creases have been approved by the Commission since that date. 

In view of the fact that dried fruit is a natural product of the 
farm and the only treatment given in preparing for human consump- 
tion is washing and packaging as is done on practically all fresh 
fruits and vegetables, with which it is in competition, and the com- 
modity is basically as it is received from the producer, we request 
your earnest consideration of the fact that dried fruit is not basically 
different from fresh fruit. 

It will be a severe blow to the producers of dried fruits in Calli- 
fornia to make any change in the agricultural commodities exemp- 
tion which would bring the motor transportation of their products 
under economic regulations by the Federal Government at any stage 
between the producer and the ultimate consumer. 

Mr. Rocers. Thank you, Mr. Ehrlich. We are glad to have your 
statement. 

The next witness is Mr. Cyrus B. Weller, chairman of the board, 
Frozen Food Express, Dallas, Tex. Mr. Weller, you may proceed. 
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STATEMENT OF CYRUS B. WELLER, CHAIRMAN OF THE BOARD, 
FROZEN FOOD EXPRESS, DALLAS, TEX. 


Mr. Wetter. Thank you, Mr. Chairman. 

My name is Cyrus B. Weller. I live at Dallas, Tex., and I am chair. 
man of the board of Frozen Food Express. This company is about 
10 years old and is engaged exclusively in the transportation of perish- 
able foodstuffs requiring transportation from zero temperatures to 70 
degrees. We operate in Texas and the Middle West and between the 
Middle West and California. We have some 140 mechanically refrig- 
erated trailers and tractors. Our traffic, to be more specific, is com- 
posed of approximately 40 percent meats and packing house products; 
20 percent dairy products; 25 percent of what is commonly known as 
frozen foods, a about 15 percent fresh fruits and vegetables. We 
handle both truckload shipments and less-than-truckload shipments 
to the areas we serve. 

I am here today representing the organized trucking industry, 
More specifically, that segment of the industry which derives its liveli- 
hood from the transportation of processed agricultural commodities, 

I want to point out that we are a common carrier. There are a 
number of different types of common carriers that hold certificates 
from the Commission. Some operate over regular routes with fixed 
terminus and terminals. There are others who engage primarily, such 
as we, in the transportation of special iced commodities. We operate 
over irregular routes and serve as a rule a geographical area as distin- 
guished from serving, we will say, from one city to another. For 
example, I can go to any point in the State of Texas and pick up any 
of the commodities which I have the authority to transport and to the 
destination States that I go to I can deliver them to any point in those 
States. 

Many hours of testimony on this subject have already been pre- 
sented on the Senate side of this Congress. If we learned nothing else 
from those hearings, it is that “agricultural exemption” means differ- 
ent things to different people. There are a lot of axes to grind, a lot 
of parties seeking to preserve their special interests, including the 
truckers. 

After examining the testimony in the Smathers committee hearings, 
it seems obvious to us that a great majority of those who testified, 
whether “for” or “against” the agricultural exemption, recognize that 
something ought to be done. There is very little support for the 
exemption as presently interpreted by the courts and the ICC. 

Right here, Mr. Chairman and gentlemen, I would like to make it 
clear that we do not want to be counted among those who are against 
an agricultural exemption. Instead, as I hope to show later in this 
statement, we favor a reasonable agricultural exemption which 
redounds to the advantage of the American farmer. 

Clearly, we feel that something ought to be done—immediately— 
to bring some degree of order out of the confused situation whieh 
prevails today in the transportation of processed agricultural 
products. 

We are the first to admit that every time the agricultural exemption 
is extended to other commodities, somebody gets a temporary benefit 
under the rapidly changing, inequitable conditions which develop. 
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This TERPS may be a shi per, a processor, a distributor, or a 
geographicarea. Buthe is rarely, if ever, a farmer. 

The Motor Carrier Act, you will recall, was passed in 1935 to cor- 
rect the chaotic conditions which then prevailed in the motor trans- 
portation industry. The Supreme Court of the United States de- 
scribed those conditions as follows: 

“* * * the industry was unstable economically, dominated by ease of com- 
petitive entry and a fluid rate picture. As a result, it became overcrowded with 
small economic units which proved unable to satisfy even the most minimal 
standards of safety or financial responsibility. 

That language, written 5 years ago, fairly adequately describes con- 
ditions existing today due to the w ielding of the agricultural ex- 
emption by court actions, 

The basic purpose of the act was to place eae ICC regulation all 
interstate for-hire transportation by motor carriers. The agricul- 
tural exemption is an exception to ‘this pur sia It removes from 
regulation : 
motor vehicles used in carrying property consisting of ordinary livestock, fish 
(including shellfish), or agricultural (including horticultural) commodities 
(not including manufactured products thereof), if such motor vehicles are not 
used in carrying any other property, or passengers; for compensation ; 

This section got into the act belatedly. The Senate bill contained no 
such provision. The House bill, as introduced, exempted only live- 
stock and “unprocessed agricultural products.” When Congresmen 
questioned whether that langu: ge would exempt pasteurized milk and 
ginned cotton, the phrase “agricultural commodities (not including 
manufactured products thereof)” was substituted therefor and became 


the trouble spot of section 203 (b) (6). The phrase “fish (including 
shellfish)” also was added. 

There should be no doubt as to the purpose of this section. Repre- 
sentative Holmes, of Washington, clarified the matter while speak- 
ing during the debate on the floor of Congress with the following 
statement. The purpose of the section, he s said, i 1is— 


to help the farmer and to keep him out of any regulation whatsoever insofar as 
handling unprocessed agricultural products or livestock on the farm. 

Recent court decisions have broadened the exemption far beyond 
this purpose or goal of Congress. The change has created a situation 
which is seriously endangering the ability ‘of the regulated carrier 
to continue to handle agr ricultural products. The problem involves 
much more than mere interpretation of what is processed or what is 
manufactured. It involves determination as to whether the exemp- 
tion should apply to the transportation of the products of great food 
processing industries. It involves a search for language which will 
give farmers all the flexibility required to market their “products and 
yet preserve a healthy public transportation system. 

During the first 20 years of the life of the act, there were many 
disputes. over the meaning of section 203 (b) (6). However, for 
the most part, there were no serious changes in the pattern of exemp- 
tions. Under relatively stable transportation conditions, certificated 
for-hire carriers, like my own company, were encouraged to invest 
substantial sums on expansion of territory, services, and equipment. 
Under the same conditions of regulated transport, the production and 
marketing of regulated commodities expanded vigorously. 
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One of these regulated commodities—frozen concentrated orange 
juice—expanded at a phenomenal rate. In this expansion regulated 
motor carriers had a vital and key role. Testimony to this role ig 











































found in the United States Department of Agriculture publication oon 
issued in 1955 titled “Transportation of Florida Frozen Orange Juice eo 
Concentrate.” | knit 
When the concentrate industry was getting started, according to this drie 
report, most of the product was marketed on the eastern seaboard, | 8!0! 
Motor carriers had neither the refrigerated equipment nor operating _W 
authority from the Interstate Commerce Commission to haul the fon 
product. Producers had to ship by rail in ice-and-salt refrigerator | P?O¢ 
cars. But as market expanded— mre 
it became apparent— Ir 
mor 
and here I read from the report— Tine 
that the rail cars then in use could not maintain the low temperature desired So c 
by the concentrate industry. mod 
It was at this stage that shippers began to encourage motor carriers | mov 
to make application to the ICC for operating authority, and to pur- Tl 
chase mechanically refrigerated, heavily-insulated trailer equipment. | ing : 
Their action, out. 
said the authors, * 
set off a sharp competitive battle for traffic which has continued down to the ] ditic 
present. TY 
Beginning late in 1954, a series of court decisions removed from } has « 
ICC regulation such varied items as frozen fruits and vegetables, | H. F 
powdered milk, dressed poultry, shelled nuts, frozen eggs, and others. | The 
This group of commodities represents 10 billion pounds (roughly | com: 
400,000 truckloads) of production. Much of this production moves | 4yea 
by truck and the entry of exempt haulers into the previously regu- | “Ty, 
lated carriage of it has created a highly unstable rate and service | tion 
condition. modi 
The plight of the regulated trucker is heightened by the far-reach- } yets: 
ing language in some of these decisions. He fears it may lead courts | and 
to declare such now-regulated items as juices (single strength or | shell 
concentrated), canned fruits and vegetables, frozen prepared foods,| Fe 
and meats to be “agricultural commodities” and therefore exempt. dema 
Highlight of this series of decisions was one handed down by the terest 
United States Supreme Court on April 23, 1956, an action in which ] gre, t 
Frozen Food Express was involved. The Court reversed the position | now | 
taken by ICC in the Determination case and decided that fresh and latiot 
frozen dressed poultry was exempt under section 203 (b) (6). In this prod 
decision the Court enunciated the disturbing “continuing substantial |” Oy 
identity” principle. It said: ton, 
At some point processing and manufacture will merge. But where the com- other 
modity retains a continuing substantial identity through the processing stage Ou 
we cannot say that it has been “manufactured” within the meaning of section dition 
203 (b) (6). the 1! 
This and other court actions have led the Interstate Commerce } fo, ¢} 
Commission to review previous rulings with respect to other com } tong , 
modities. It first declared green coffee beans, cocoa beans, tea and shipp 
salt-cured cucumbers to be exempt. Then in Administrative Ruling } porta 
No. 107 on agricultural exemptions issued March 19, 1958, the Bureai | game, 
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of Motor Carriers declared additional items, previously regulated, to 
beexempt. ‘These included: Citrus fruit sections, fresh, cold- packed, 
semi-frozen; garlic and onion powder; onion chips and flakes, dried ; 
wool tops and noils; wool waste, carded but not spun, woven or 
knitted; spices and herbs, ground but not further processed; kel 
dried, ground; dehydr ated fruits and vegetables; and oat hul s, 
round, 

We thus find ourselves in a confusing and very discouraging situa- 
tion. Many of us have specialized in the handling of agricultural 

roducts. We have widened our ter ritory, improv ed our services and 
invested large sums in the most modern equipment. 

In our business, we find an increasing instability of rates on the 
more recently exempt commodities. As each commodity or group 
becomes exempt, nonregulated carriers seeking new business move in. 
So do a few common carriers seeking backhauls in areas or on com- 
modities previously unavailable to them. In fact, everyone’s forward 
movement has a tendency to become a backhaul for someone else. 

These unusual conditions have imposed upon the American truck- 
ing associations the obligation of trying to find some plausible way 
out. We have given a great deal of consideration to the question 
of what should be done about the agricultural exemption. The only 
practical way to bring commonsense into the currently unstable con- 
dition, we believe, is through legislative amendment. 

The ICC, recognizing the problems of the agricultural exemption, 
has offered for the consideration of this committee the principles in 
H. R. 5823. This bill embodies the farm to primary market concept. 
The ATA approach to the problem is on the basis of the nature of the 
commodity. Our goal is to restore regulation to about the status of 
dyears ago. 

‘This requires legislation to prevent further widening of the exemp- 
tion by assuring the continued regulation of such important com- 
modity groups as canned goods, meats, juices, and frozen food prod- 
ucts; and putting back under ICC economic control frozen fresh fruits 
and vegetables, frozen eggs, powdered milk, dressed poultry, raw 
shelled peanuts, redried tobacco, and imported wool. 

Few, if any, of these commodities require the seasonal flexibility 
demanded for raw or prime farm products. Title and financial in- 
terest in them generally have passed out of the farmer’s hands. They 
are, to a large degree, industrially produced. Nevertheless, they can 
now be transported by for-hire motor trucks without the type of regu- 
lation found to be in the public interest in the case of other industr ially 
produced commodities. 

Our proposal would not disturb present exemptions for grains, cot- 
ton, fresh fruits and vegetables, ordinary livestock, live poultry, or 
other raw or prime agricultural commodities. 

Ours is a moderate proposal, which would merely reinstate the con- 
ditions that prevailed for nearly 20 years following the passage of 
the 1935 Motor Carrier Act. Nevertheless, it would restore authority 
for the economic regulation of motor vehic les now hauling millions of 
tons of processed foodstuffs on an exempt basis. It would also assure 
shippers of these commodities—large and small alike—that trans- 
portation rates and service and services for all of them would be the 
same. 
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Let me now review the status of each of the commodities in our 
proposal. 

Frozen fruits and vegetables: Frozen fruits and vegetables are not 
farm commodities. They are the products of a substantially cen- 
tralized, highly competitive industry characterized by large commer- 
cial firms. Farmer cooperatives put up only a very small ‘part of the 
total pack. The movement of these commodities is not subject. to 
heavy seasonal peaks or other peculiarities of the kind which Justify 
exemption. 

Frozen fruits and vegetables are the hub of a spectacularly expand- 
ing frozen food industry. Their total production in 1957 was 1,800 
million pounds, nearly 3 times that of 1947. Two of the groups w ithin 
this industry show ed even more striking increases: Frozen citrus con- 
centrates, juices and purees increased tenfold to 900 million pounds 
during the same period; frozen prepared foods jumped from very 
small amounts up to 600 million pounds in 1956. 

Frozen fruits and vegetables are now exempt. The other groups 
are still eso to regulation under ICC rules, but their nonexempt 
status is uncertain because it has not been subject to court review. 

No industry expanding as rapidly as the one we are discussing 
could have successfully marketed its product without adequate trans- 
portation. Adequate transportation for these high quality, but vul- 
nerable, frozen products requires reliable, responsible carriers and 
zero temperatures. Regulated motor carriers have met these require- 
ments by the sort of le adership already described with respect to the 
concentrated frozen juices. 

The fact that the frozen food industry did expand and did market 
its products successfully attests to the fact that it had such tr: inspor- 
tation and such leadership. The point I want to emphasize is that 
the transportation system which furnished this excellent service was 
regulated transportation. 

In this workmanlike job of transportation motor carriers played a 
leading role. Certificated carriers invested millions of dollars in 
the kind of equipment necessary to maintain zero temperatures and 
in the facilities and services necessary to carry the products to ever- 
expanding markets. They were able to do this because of the stabiliz- 
ing influence of ee 

¥ oday these carriers are faced with double jeopardy. They already 
have been hard hit by the exemption of frozen fruits and vegetables 
and they are greatly concerned that courts may rule that frozen citrus 
concentrates and frozen prepared foods also are exempt under the 
provisions of section 203 (b) (6). They have already lost business 
or had their incomes cut through unstabilized rates and by the inroads 
of unregulated truckers. F urther expansion of the exemption would 
greatly “magnify these losses. Under such circumstances, this im- 
portant group of motor carriers is halting or limiting investment in 
new equipment or expansion of services. 

A great majority of the frozen food packers recognize the conditions 
just described and are concerned about them. They desire to reregu- 
late frozen fruits and vegetables and prevent a spread of the exemp- 
tion to the other two groups mentioned here. 

We therefore, urge reregulation of frozen fruits and vegetables and 
protection against the expansion of exemptions to such other frozen 
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products as frozen citrus concentrates, juices and purees and frozen 
prepared foods. Such action is a matter of prime and immediate 
necessity not only for motor carriers, but for the industry which 
produces them. 

(Frozen fruits and vegetables were declared exempt in the Home 
Transfer & Storage case by a three-judge Federal district court, May 
7, 1956. On November 5, 1956, the United States Supreme Court 
affirmed the decision. In the Frozen Food Express case, a three-judge 
Federal district court in Houston, December 31, 1956, declared fruits 
or vegetables (quick frozen) to be exempt. This was affirmed by the 
United States Supreme Court October 14, 1957.) 

Frozen eggs: Annual production of frozen eggs in recent years has 
been about 350 million pounds. Most of these are put up in the Mid- 
west. The bulk of production goes to bakeries. Hospitals, restau- 
rants, and noodle factories consume small proportions. Practically 
the entire production and sale of frozen eggs is by private commercial 
firms, farmer cooperatives handling only a very small volume. 

As a matter of fact, the Court exempted only whole frozen eggs. 
However, the transportation of other egg products is being handled 
as though exempt. Frozen yolks, frozen albumen, frozen mixes with 
additives are all now being moved by many truckers as exempt 
commodities. 

This is an example of the confusion which develops in this kind of 
a situation. The whole list of frozen eggs and egg products, there- 
fore, should be returned to ICC economic regulation. 

This product, frozen whole eggs or parts thereof, has none of the 
characteristics of raw farm products. Farmers’ direct interest in it 
is nil. It moves fairly steadily throughout the year to well-estab- 
lished outlets. 

Transportationwise it has all the characteristics of the industrial 
products which are now under ICC economic regulation. There is no 
transportation or farmer-interest reason for its exemption. 

Frozen whole eggs, in the Frozen Food Express Case, were declared 
exempt by a three-judge Federal district court in Houston, December 
31, 1956. 

POWDERED MILK 


Powdered milk is another product which has few, if any, of the 
characteristics of raw or prime agricultural products including trans- 
a needs. Furthermore, it is a mystery to me as to why the 

ederal court in Houston declared it to be a nonmanufactured product 
and at the same time declared that condensed milk was manufactured. 

1957 production was approximately 1,900 million pounds. Wiscon- 
sin and Minnesota accounted for roughly half of this. Around 350 
manufacturers engage in its production. Farmer cooperatives ac- 
count for somewhat over half the total. 

This product has a continuing surplus above domestic commercial 
demand of approximately 50 percent. This surplus is sold to the 
Government at fixed prices and the bulk of such tonnage moves by rail. 

If exemption should result in downward rate adjustment therefor, 
it would affect primarily the portion sold to commercial channels. 
With a 50-percent surplus, competitive selling by cooperative and pri- 
vate manufacturers would hold f. 0. b. prices at Government support 





99() INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


levels, and thus effectively prevent any part of such a reduction from 
getting to farmers. 

Powdered milk was declared exempt by a three-judge Federal dis- 
trict court in Houston, December 31, 1956, in the Frozen Food Express 
case. Affirmed by United States Supreme Court, October 14, 1957, 


RAW SHELLED PEANUTS 


Raw shelled peanuts are very important to a substantial number of 
regulated motor carriers, many of whom have specialized in its trans- 
portation. Annual production in recent years is in the neighborhood 
of 800 million pounds. Most of this originates in the Virginia-North 
Carolina area and in other Southeastern States. 

Important quantities also come from the Southwest. For the most 
part, these peanuts are handled and sold by commercial operators. 

The transportation of farmers’ stock unshelled peanuts into shelling 
plants has a typical seasonal peak. Around 65 percent of the crops 
move in October and November, and an additional 10 to 15 percent in 
December. We propose that these continue to be exempt. 

By contrast, the movement of shelled peanuts from shelling plants 
to market is amazingly steady throughout the year. A study by the 
United States Department of Agriculture covering the 1950-51 to 
1952-53 seasons reveals that only il percent of the annual total moved 
in the peak month and that smallest shipments in any month repre- 
sented about 5.5 percent of the annual total. 

Edible, shelled peanuts comprised around 74 percent of all shelled 
peanuts. They are used for three principal purposes: Peanut butter, 
salted peanuts, and peanut candy. The balance are crushed for oil. 
Neither the location or the purchases of firms manufacturing these 
edible products, or those which crush peanuts change much from year 
to year. 

The movement from shelling plants conforms to an industrial pat- 
tern rather than one for agricultural commodities. It is exactly the 
sort of traffic which fits into the operation of regulated carriers very 
well. 

The transportation of raw shelled peanuts should again be placed 
under ICC economic regulation by proper legislation. 

Raw shelled pe: anuts were declared exempt by a three-judge district 
court, the Consolidated case in New Jersey, September 28, 1956, and 
in Texas in the Frozen Food Express case, December 31, 1956. 


FRESH OR FROZEN DRESSED OR EVISCERATED POULTRY 


Dressed poultry, fresh or frozen, is the product of a rapidly expand- 
ing industry. In many areas it has provided a new source of cash in- 
come for producers and processors. It affects many States and in- 
volves many people. 

The poultry industry is one in which vertical integration by busi- 
ness has made the greatest inroads. In many instances farmers have 
become merely the residual recipients of the sales prices. Most of the 
processing is done by private firms. Farmer cooperatives handle 
about 15 percent of dressed turkeys, 3 to 5 percent of dressed broilers 
and less than 2 percent of dressed fowl. 
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Practically all live poultry and better than 95 percent of dressed 
oultry moves toward market via truck. The poultry industry, there- 
ore, is very vital to regulated motor carriers. 

In 1956, approximately 4,700 million pounds of dressed and evis- 
cerated poultry, expressed on a ready-to-cook weight basis, were pro- 
duced. This product is shipped to market at a fairly steady rate 
through the year. It originates primarily in about 700 commercial 
poultry slaughteri ing plants. 

Its movement conforms transportationwise to an industrial pattern, 
rather than to an agricultural commodity pattern of seasonal peaks 
and shifting distr ibution patterns. 

We believe, therefore, that this product should move to market via 
regulated transportation as it did from 1935 until 1953, when an Iow: 
court declared it to be exempt. We believe that only through regula- 
tion can the industry be assured of the continuing av ailability of 
reputable carriers with adequate equipment. 

We believe that regulation will assure stability that will help— 
not har m—producers. 

Those who would continue the exemption argue principally that 
motor carrier service has been more “flexible” ‘and that rates have 


been lower than under regulation and that these conditions are neces- 
sary to an expanding industry. Regulated carriers point to chaotic 
conditions and suicidal rates. 

Statistics from Government sources and some of the information 
contained in a recent report issued by the United States Department 
of Agriculture throw some light upon these beliefs. The report is 
Marketing Research Report No. 224 on interstate trucking of fresh 


and frozen poultry under agricultural exemption. 

This report shows among other things the terriffic and damaging 
effect upon regulated carriers by the exemption of dressed poultry. 
In 1952, the last year before fresh frozen poultry was exempted, these 
carriers handled 38 percent of the shipments of the processors inter- 
viewed in the report. 

In 1956-57 the volume was cut in half and this reduced quantity 
represented only 9 percent of the total truck movement from these 
same plants. Exempt haulers were handling 43 percent and private 
carriers 48 percent. 

In 1955, regulated motor carriers handled 66 percent of the volume 
of frozen dressed poultry from processors covered by the report. By 
1956-57 when this product was exempt, 1 regulated carriers had lost 
more than half the ton: ge they handled in 1955 and what they did 
have represented only 2 2 percent of the total. 

These carriers lost their business because for the most part they 
found it impossible to operate their trucks at the rates and under the 
conditions demanded by buyers or offered by exempt haulers. They 
shifted their equipment and services to other commodities. They can- 
celed plans to expand services and buy new equipment. They took 
some business at a loss in order to maintain long-standing business 
connections or to avoid running empty on backhauls. 

There is no question about the damage done to the business of regu- 
lated carriers to whom dressed poultry hauling was important. There 
is a very large question as to who, if anyone, this change benefited. 

Suppose we consider the individual farmer who was producing 
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broilers in 1947. In that year all farmers received an average of 32.3 
cents per live pound and production reached 936 million pounds. 

In 1952 production was up to 2,700 million pounds and prices had 
dropped somewhat to 28.8 cents. Five years later, in 1957, production 
hit about 4,700 million pounds and prices had skidded sharply to 18.9 
cents. Pricewise, producers did better under regulation. 

Now, those interested in exemption say the great increase in the 
last few years could not have been marketed to advantage under regu- 
lation. Facts do not seem to back this up. The live w eight of turkeys 
and chickens sold off the farms and of broilers produced in 1947 was 
approximately 3,700 million pounds. In 1952 it was 5,500 million 
pounds and in 1956, latest year available, it totaled 6,700 million 
pounds. 

During the first 5 years of this 9-year period, production increased 
48 percent or an average of 358 million pounds per year. That ex- 
pansion took place under regulation. During the last 4-year period 
when the for-hire motor transportation of dressed poultry was exempt 
the increase was only 22 percent or an average of 305 million pounds 
per year. 

Broilers are the most important item in this poultry group so let us 
see what happened to them during the same period. From 1947 to 
1952 production increased an average of 352 million pounds. 

During the 4 years, 1952-56, the average increase was 394 million 
pounds. However, prices paid producers \ went down, averaging -— 
23.8 cents in the 4 “exempt” years ending in 1956, compared with 29.8 

cents in the 5 preceding years under 1 egul: ation. 

Thus, under exemption, broiler marketings did expand, 1952-56, 
somewhat faster, about 10 percent, than during 1947-52 under regu- 
lation. However, prices to producers were sharply lower. For 
poultry as a whole, marketings also increased, but at a slower rate, 
about 15 percent slower, during the 4-year period under exempt 
transportation. Prices trended downward. 

During preexemption years rates were relatively stable and they 
bore a reasonable relationship to distances and services. Under to- 
day’s conditions they are unstable and rate cuts from producing areas 
to principal markets have been most unequal. Tables in the Poultry 
Report adequately illustrate this situation. 

Perhaps some poultry areas have benefited from flexibility, but has 
it not been at the expense of the livestock and meat industry 4 

In Pacific Coast and Rocky Mountain States, broiler producers are 
complaining bitterly over the increasing quantities of Southern 
poultry which have come into their normal markets. They claim that 
rate reductions up to 2 cents or more per pound are one of the principal 
reasons for this change. 

Some idea of their problem is gained from Government reports of 
dressed poultry receipts in Los Angeles and San Francisco. In Los 
Angeles receipts from five Southern States—Georgia, Alabama, 
Arkansas, Mississippi and Texas—jumped from about 13 million 
pounds in 1954 to nearly 67 million in 1957. 

San Francisco receipts from the same 5 States increased from 
slightly under 4 million pounds to nearly 15 million in the same period. 
Other distortions in the mar keting pattern stimulated or made possible 
by unequal rate adjustments have occurred, 
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These facts suggest that benefits to producers or even to processors 
from flexibility or rate cuts have been exaggerated. Dressed poultry 
has been in full supply for some time and it is likely to continue that 


wa 

ial such conditions, sellers cannot capitalize upon possible bene- 
fits from rate cuts or flexibility. Competition is too keen in selling. 
Interestingly enough, no processor whose views were reflected in the 
Poultry Report suggested better prices as one of the advantages from 
using exempt carriers 

Now, 14 out of 115 processor s did suggest that reregulation of dressed 
poultry might cut prices to producers. However, here they were 
crystal gazing rather than reporting upon things that had happened 
and they were doing so under regrettably unrealistic assumption. 

This assumption was that if the exemption was removed from dressed 

oultry, all exempt carriers without operating authority of any type 
from the ICC would be forced out of business. This would be a 
terrific jolt because in 1956-57 exempt haulers hauled 617 million 
pounds or 45 percent of the total dressed poultry shipped by proces- 
sors covered by the report. 

Somehow it seem doubtful that Congress would pass legislation that 
would put all such carriers out of business. Most of them are and have 
been engaged in regularly transporting dressed poultry to market. It 
seems more probable that they, or most of them, would be permitted to 
continue hauling dressed poultry as they are now doing. 

If processors were asked to assume reregulation under such con- 
ditions, their opinions as to “what would happen if” certainly would 
be very different from those recorded. 

There is another opinion recorded in this section of the report that 
is puzzling. It is that regulation would force smaller commercial 
processors out of business. Now, under regulation each certificated 
carrier is obligated to give service equally to ‘all. 

Under exempt ion, smaller processors would lose this protection. If 
bargains are to be made, ¢ ees the largest processors will have the 
gre atest bar gaining power 

( ‘ommodity wise, we have here a situation not unlike that for frozen 
fruits and vegetables, in which direct interest to farmers in the product 
itself is very small and in which the product moves at a fairly steady 

rate as do other industrial saaneiae The transportation pattern is 
very similar to that of meats and meat products which are not exempt. 
Regulated motor carriers have been badly hurt by the exemption of 
dressed poultry. Benefits to producers are doubtful and transitory 
We strongly urge that fresh or frozen dressed or eviscerated poultry 
be placed back under ICC economic regulation. 

In the Kroblin case, New York, dressed and eviscerated poultry was 
declared exempt by a lower court in lowa June 30, 1952; affirmed by a 
circuit court May 11, 1952; and certiorari denied by the United States 
Supreme Court, “October 14, 1952. In the Frozen Food Express case, 
the United States Supreme Court, April 23, 1956, ruled directly that 
fresh and frozen dressed poultry are exempt. 


REDRIED TOBACCO 


Between 80 and 90 percent of the total production of leaf tobacco, 
around 2 billion pounds, is redried. Normal movement of such to- 
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bacco is from farm to auction to drier, and drier to warehouse. It 
usually stays in warehouses from 11% to 3 years, and then moves to 
tobacco factories or to points of export. 

Driers are located mostly in producing areas. Warehouses are 
located in North Carolina and Virginia with some important storage 
in Kentucky, Tennessee, and St. Louis. An expert recently estimated 
that 75 percent of redried tobacco moves in interstate commerce, the 
general direction of movement being eastward toward Virginia North 
Carolina warehouses and ports. Most of the movement of the tobacco 
prior to drying is intrastate. 

Redried tobacco remained in a regulated status from the passage 
of the Motor Carrier Act in 1935 until February 1953, when a circuit 
court upheld a lower court decision that it is an exempt agricultural 
commodity. In 1954 and 1955 legislation was introduced in Con- 
gress which would have placed back under regulation all leaf tobacco 
“other than that moving from the farm to the warehouse, other orig- 
inal storage or market.” 

That language would have covered the movement of some green 
leaf tobacco such as that from auction market to drier or storage 
and therefore, had a much wider coverage than the ATA proposal. 

In spite of this, it was supported strongly by interested groups 
from Virginia and North Carolina. It was opposed by similar groups 
in Tennessee and Kentucky. Most of the opposition appears to have 
been related to a type of local transportation which would not be 
in the current proposals. (/nterstate Commerce Commission v. 
Yeary Transfer Co., Inc. (E. D. Ky. 1952) 104 F. Supp. 245; decided 
April 3, 1952; decision aflirmed (6 Cir. 1953) 202 F. 2d 151 on Febru- 


Ko 


ary 40, 1953). 


IMPORTED WOOL 


The agricultural exemption in the Motor Carrier Act was designed 
to protect United States farmers. Imported wool moves in direct 
competition with subsidized domestic wool. Its transportation is 
important to many regulated carriers. 

Scoured wool, regardless of origin was declared exempt by a dis- 
trict court, May 1, 1953, in the Wagner case. 

That, Mr. Chairman and gentlemen, is our proposal. We believe 
it to be completely consistent with the national transportation policy 
and that its adoption will support that policy. 

If we, as common carriers, are to fulfill our obligation to the public 
pursuant to the authority granted us by the Interstate Commerce 
Commission, we must maintain regular and satisfactory service to 
all who wish to deal with us. Under relatively stable conditions 
created by regulation, we can do this. We can afford to pay the costs 
for expanded routes, for new and additional equipment, for proper 
maintenance, for adequate insurance, and for trained and responsible 
personnel. 

When rates fluctuate from week to week, from day to day, or even 
from hour to hour, under frantic and sometimes desperate competi- 
tion, constructive planning and efficient operations are not possible. 

We believe that the relief outlined in our proposal is essential 
if we are to maintain standards of public transportation which will 
adequately serve the industries involved. It was contemplated by us 
as we entered into this field, that we had a place in it. 
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There was a need for our services. On that premise we have par- 
ticipated in and aided in the development that you see today in your 
grocery stores, in which the counters carry perishable foods represent- 
ing a large part of what the housewife takes home. 

If present exemptions continue or are broadened, it seems certain 
that certificated carriers will have less and less incentive to transport 
processed agricultural products. 

Prompt legislation to put the American Trucking Associations’ 
proposal into effect is vitally needed. That proposal involves only 
seven commodities or commodity groups. It embraces commodities 
recently declared exempt by court order. It includes only products 
which are important from a tonnage basis. 

There is a transportation reason for their regulation. Their trans- 
portation pattern 1s comparable to that of industrial products rather 
than like that of agricultural commodities. Direct farmer financial 
or marketing interest in the products is small. 

Gentlemen, we urge your consideration of this proposal and express 
our deep appreciation for the opportunity of appearing before you. 

Mr. Rocers. Thank you, Mr. Weller, for your splendid statement 
and your complete attitude of cooperation. 

Do you have any questions, Mr. Harris? 

Chairman Harris. I have just one or two, Mr. Chairman. 

Mr. Weller, ATA is composed of members who are regulated car- 
riers, is that true? 

Mr. Wetier. And private carriers, also. It is composed of a num- 
ber of different, what we call, conferences. For example, I am a mem- 
ber of the Irregular Route Conference of Common Carriers. There 
is a Tank Carrier Conference. ‘There is a conference for oil field 
haulers and heavy haulers, Common Carrier Conference of Regular 
Route Carriers, and so forth. 

Chairman Harris. You are, then, composed, generally, of common 
carriers plus some private carriers ¢ 

Mr. Wetter. Yes, sir. 

Chairman Harris. Anyone who is in the motor vehicle business 
may compete for the transportation of these exempt commodities; is 
that true / 

Mr. Weiter. That is true. 

Chairman Harris. To what extent, if any, do the regulated carriers 
attempt to get this business ? 

Mr. Wetter. In the case of carriers such as I am, sir, in other words, 
irregular route carriers engaged primarily in the perishable traffic, 
we have anticipated very actively in the transportation of the so-called 
exempt commodities, these items that have Seah declared exempt. 

I transport a lot of poultry from your area and we transport a lot 
fruits and vegetables from the Rio Grande Valley. We transport 
products from California of an exempt nature. We participate 
actively. 

On the other hand, there are a number of carriers who, by reason 
of the type of equipment that they have, sir, are not in a position to 
engage too actively in this perishable type of product. 

Chairman Harris. And that is the reason you think that type of 
product should remain exempt ? 

Mr. Wetter. My position on it is this, sir: That, until we are able 
to find a solution for the overall exempt product, I think the solution 
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lies in the approch which the American Trucking Associations has 
presented, which is a status quo, as of the conditions that were pre- 
valent in 1954. That is substantially what it amounts to, sir. 

Chairman Harris. A number of people have come here, and we 
can take the poultry industry as an example, who have said that 
common-carrier service was not available. What is an industry, say 
in northwest Arkansas, where we have a substantial poultry industry, 
going to do about the availability of the service under the circum- 
stances if you run those nonregulated carriers out from them ? 

Mr. Wetter. I do not assume, sir, that, assuming that you adopted 
the ATA approach, you would make adequate provisions in the pass- 
sage of such an act to see to it that those carriers who have established 
operations as exempt carriers are not permitted under it to continue 
doing exactly what they are doing, except in a regulated status. 

I am familiar with the poultry business. I am familiar with the 
problems of it. Speaking individually now, and I want to make that 
clear, I am of the opinion that not one single truck that is available to 
the poultry processors of the South should, by reason of any legis- 
lation of this Congress, be taken away from being available to them 
but, on the other hand, sir, I think that they should operate in a 
regulated status under the type of certificate such as I operate under, 
which is broad in its nature and has the territorial aspects to be 
able to render the service as a common carrier. 

Chairman Harris. Do you file your tariffs? 

Mr. Wetter. Yes, sir; we do. 

Chairman Harris. Those are the things that make the problems 
so hard. We have had witnesses here in the business, themselves, 
who say that it would not, and you, also in the business, say that it 
would. 

That is all, Mr. Chairman. 

Mr. Rocrers. Mr. Hale. 

Mr. Hate. I have no questions. 

Mr. Rocers. What is your position on the proposal to include the 
railroads in the present exemption ? 

Mr. We ter. I, sir, am opposed to it. I think that the rails, if they 
were turned loose to haul exempt commodities on the exempt basis, 
would drive every exempt trucker out of business. I do not say that the 
exempt trucker would not come back, but it would just result in an 
economic chaos which would benefit no one. 

Mr. Rocers. You say that the answer lies in the proper kind of 
regulation. } j 

Mr. Wetuer. Some type of regulation, sir. The basic problem in 
this whole exemption problem is a problem of rates, sir. On the 
question of service, the service is available over the country. The 
question is how to stabilize that service. 

Mr. Roeers. Thank you very much, Mr. Weller. 

The next witness we have listed here is Mr. Winton Teagle. 

Is Mr. Teagle here? 


STATEMENT OF WINTON TEAGLE, SECRETARY-TREASURER, 
REFRIGERATED TRANSPORT CO., INC., ATLANTA, GA. 


Mr. Tracie. Mr. Chairman and members of the subcommittee, my 
name is Winton Teagle. I am secretary and treasurer of Refrigerated 
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Transport Co., Atlanta, Ga. I have been with Refrigerated since 
March 1949. Prior to that time, I was employed with dry-freight 
carriers in various capacities—in operations, administration, and 
traffic. My entire professional career has been spent in transportation 
by motortruck. 

‘Today I have the honor of appearing before you as a representative 
of that segment of the regulated trucking industry which is devoted 
to the transportation of perishable commodities. 

Mr. Weller has discussed with you the general problems created by 
by recent exemptions, by court action, of a number of processed 
commodities. 

My purpose will be to pinpoint the situation by describing what 
happened to the operations of our company when ‘poultry and other 
commodities became exempt. I believe it is fairly typical of the story 
that many others might tell. The details, the geographical area, and 
the commodity might be different, but the effect of the exemption upon 
transporting units s and the industry itself would be similar. 

I hope that my statement will add to your understanding of the 
general problem. 

Our company is a refrigerated motor carrier operating under cer- 
tificates granted by the Interstate Commerce Commission. Our au- 
thorities, generally, are between points in the Southeastern States 
and between points in the Southeast and the Midwest and between 
the Southeast and the Southwest. 

These certificates enable us to transport meat, packinghouse prod- 
ucts, citrus concentrates, processed poultry, frozen fruits and vege- 
tables, frozen foods, seafoods, and dairy products. 

Our company had its beginning in 1944, when our president, J. L. 
Lawhon, began transporting processed poultry from Gainesville and 
Cumming, Georgia, to various military bases within the State of 
Georgia. When World War II ended, these (poultry processors began 
to expand their sales into civilian channels in interstate commerce. 

As their need for service increased, Refrigerated Transport secured 
appropriate authorities to transport refrigerated poultry from the 
poultry-processing area of north Georgia to all points in the South- 

eastern States and to all points in the Southwestern and Midwestern 
States, which is a total of 20 States on a statewide basis serving all of 
the out-of-the-way places. 

Refrigerated Transport pioneered in the development and use of 
the refrigerating unit, which we find in use throughout the United 
States today, primarily for the transportation of poultry. Most proc- 
essed poultry was transported then, as now, in an ice-packed condition, 
which required a temperature of around 32 degrees. Of course, we 
know that frozen poultry requires a much lower temperature. 

Equipment for handling this new product had to be designed, manu- 
factured and developed—at first on an expiremental basis. The 
refrigeration methods which we know today were not in existence in 
1945. Their development for civilian use came along after the war. 
Transportation of cut up, packaged frozen poultry from north Geor- 
gia did not come along until early 1950. 

The growth and development of our company parallels the growth 
and deve elopment of the broiler industry in north Georgia—an industry 
which accounts for 25 percent of the total agricultural income of the 
State of Georgia. 
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As the broiler industry grew, Refrigerated Transport grew along 
with it. We established offices in various areas outside of Georgia for 
the purpose of securing return hauls to enable us to continue the 
movement of poultry northbound, westbound, and within the South- 
east, We established offices in Chicago, Kansas City, Dallas, New 
Orleans, Orlando, and Memphis. 

We had no complaints of our service prior to the exemption of 
poultry in the Kroblin case. We have invested sizable amounts of 
money in experimentation with equipment and had set up long-range 
plans for the expansion of our business in the transportation of proc- 
essed poultry. 

From 1949 through 1952-poultry accounted for approximately 35 
percent of our total tonnage and about the same percentage of our 
revenue. Then it began to drop. 

In October 1953, the transportation of poultry had dropped down 
to 24 percent of our business. In June of 1954 it was down to 19 
stituted only 9 percent of our volume. That is about what it is today, 
percent of our business. In June 1955, it was only 11 percent. a 
In March 1957, poultry had been reduced to the point where it con- 
December 1955, poultry made up only 10 percent of our total volume. 

During the period 1954-58 our total volume of traffic remained 
fairly constant, but our growth as a transportation agency in serving 
all facets of the perishable food business came to a hs lt because of the 
exemption of processed poultry. 

We could not compete with the drastic rate reductions that were in- 
stituted following deregulations. Nor could we carry out our long- 
range plans to increase our fleet. We have made replacements in 
tractor-trailer units. We have continued to operate the best of equip- 
ment because we feel that this is necessary to properly service the other 
91 percent of our business. 

Today we rely heavily upon the transportation of citrus concentrate 
out of Florida for northbound business. Over 20 percent of our north- 
bound traffic is in citrus concentrate. We depend almost entirely on 
meat and packinghouse products for our southbound business. The 
citrus concentrators require a very heavily insulated trailer with a 
minimum of 6 inches of insulation throughout. They also require a 
heavy duty refrigeration unit; we must maintain a 0° F. temperature 
at all times. We must meet these requirements, even though 80 per- 
cent of our traffic does not require such a high grade of specialized 
equipment. 

On the transportation of meat southbound, it is necessary that all of 
our trailers be equipped with overhead rails to haul sw inging or hang- 
ing carcass meat. 

In 1954, the year in which the exemption of processed poultry be- 
came effective, we operated 120 tractors and trailers. In 1955 it de- 
creased to 89 units. We still have not been able to build our fleet back 
to the status which prevailed in 1954. By the way, we lease our trac- 
tors from owner-operators. We pay them a percentage of the gross 
revenue. 

Today most of the poultry products we haul northbound are being 
transported at a loss. We are doing this for these reasons: First, we 
will not force our tractor-operators to haul poultry at a loss to their 
revenues; second, we must have trucks in the Midwest to service our 
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southbound customers; third, we are moving poultry at a loss for cer- 
tain customers in order to retain other traffic. 

Incidentally, by meeting the rate of other poultry haulers, we enable 
our poultry processors to be competitive with their competitors in 
poultry processing and marketing. 

In the early days we hauled poultry products exclusively. As we 
developed, poultry continued to be our main “out” haul. When we 
matured as a transportation agency we had developed a well-balanced 
operation, with poultry moving north and meats and packinghouse 
products moving south. We were able to serve our customers effici- 
ently, rapidly, and economically. Our customers could rely upon our 
service and our rates and could plan their distribution in an orderly 
manner. 

Today the pattern has reversed. Meats and dairy products from the 
Middle West have become our main “out” haul and processed poultry 
our “back” haul. Meatpacking houses are subsidizing the trans- 
portation of a competing product—processed poultry. 

When exempt haulers lowered the rates on poultry, we had to lower 
rates also on the traffic which we wanted to retain. Otherwise we 
would have been forced to deadhead our equipment some 1,200 miles 
to pick up meat traffic south-bound. So, in order to keep our tractor 
owner-operators in business we are now paying them, on traffic into 
certain areas of the Midwest, more money than we gross from this 
traffic, instead of limiting payment to the usual percentage of gross. 

For example, since December 1957, we have handled nearly 200 
loads into the Midwest on which we have paid our operators over 100 
percent of the total revenue which the loads earned. You can readily 
understand that no business can afford to operate long under such 
conditions. We have been forced to meet the exempt rate situation 
so that our men would not go by the wayside as so many so-called 
poultry haulers have in the last 2 or 3 months. 

You may ask how it is that we are still in business. But for some 
very fortunate circumstances, we might not be in business today. It 
happens that at the darkest moment there appeared some rays of light. 
For example, our citrus concentrate business jumped from 12 percent 
in October 1953, to 24 percent in June 1955. 

“arly in 1955 we combined various operating authorities which 
permitted us to double our scope of operations in the Southeastern 
States. 

Then at about this time, too, Norwegian Fish, Ltd., which had been 
using New York as a port of entry, changed to Mobile, Ala., and 
established a plant for the processing of frozen fish products. We 
were able to get some of this traffic moving into the Midwest on exist- 
ing authorities. 

Now, what about the exempt poultry hauler in north Georgia? 
How is the unregulated carrier faring? Judging from the informa- 
tion we now have, his plight is a serious one. 

One of my duties at Refrigerated Transport is to handle the fi- 
nancial affairs of our subsidiary company, Truck Refrigeration Sales 
and Service—the company which insulates our trailers, repairs our 
trailers, and keeps our mechanical units operating. This company 
also has a franchise from a mechanical refrigeration unit manu- 
facturer whereby we can sell his equipment to other people. A great 


26170—58——20 





300 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


number of the itinerate exempt haulers, and established poultry 
haulers as well, are customers of ours. 

I learned from a survey we conducted only last week that in the 
first quarter of this year one large trailer manufacturer in our town 
has had to repossess 41 trailers. Sixty percent of those were en- 
gaged in the handling of poultry. 

Another large trailer manufacturer has repossessed 36 trailers used 
by exempt haulers. Twenty-eight of these were repossessed from 
individuals who handled poultry. 

We learned that another trailer manufacturer’s repossessions were 
smaller because his financing is handled through a bank which re- 
quires 35 percent downpayment to handle loans for a poultry hauler. 

Two large truck manufacturers have had several repossessions in 
the first quarter of this year on tractors. These tractors were used 
in the transportation of poultry. 

The trend is toward bankruptcy for the exempt poultry hauler. 
He cannot survive on the rates that prevail today. This I know. 

It seems to be characteristic of the industry that when one hauler 
goes bankrupt another comes along to take his place, until he, too, 
goes bankrupt. 

In the area of safety, I would like to point out a couple of sig- 
nificant facts which I believe are typical of the certificated perishable 
carrier. 

We operate two men to the truck for safety purposes and to give 
better service, whereas the average poultry hauler operates one man 
to a truck. From my experience I strongly doubt that one man 
driving from north Georgia to points in Minnesota and Iowa and 
other midwestern points can abide by the safety regulations of the 
Commission pertaining to hours of service, and still meet schedules 
demanded by buyers. 

Our story is not an unusual one. Rather it is typical of the growth 
and development of dozens of regulated refrigerator motor carriers. 
We all have suffered damaging erosion of perishable traffic. Once 
stable rate structures are crumbling. Many have failed to survive. 
Of course, they were in less fortunate circumstances than ourselves. 
We all feel very strongly that if the continuing identity principle 
laid down by the Supreme Court in the Frozen Food Express case is 
carried to its logical conclusion, we will eventually be completely de- 
stroyed. 

We have no desire to harm the farmer. On the contrary, as the 
American Trucking Association has stated in other testimony before 
this Congress, we are in favor of an agricultural exemption which 
aids the farmer in marketing his commodities. At the same time, we 
recognize that unless the agricultural exemption be properly defined 
by this Congress, all of us who are engaged in the transportation of 
perishable foods are going to be put out of business. 

Mr. Chairman, I would like to make one further small comment if 
I might. 

In the agricultural report that was referred to earlier in these hear- 
ings, I noted that there were 88 pages in that report. There were 55 
tables in that report, and yet on table 36 is the only mention of the 
poultry producer. 

The report does not contain the word “farmer” one single time. 
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Now, they interviewed 114 poultry processors and only 2 producers 
of fresh poultry said that the producer would be hurt by a return to 
regulation. 

I checked the USDA market reports and found that in north Geor- 

ia the live broiler prices in 1947 were 31.12 cents per pound at the 
firm: 

In 1952, the price in north Georgia was 28.29 cents per pound and 
in 1956 it was 18.78 cents per pound and Mr. Kumpe yesterday said 
that his price was 18 cents in Arkansas after the deregulation of poul- 
try. 

So, therefore, it does not seem possible that the return to regulation 
of poultry would in any way hurt the farmer. 

Mr. Rogers. Has that poultry price increased to the consumer dur- 
ing that time? 

Mr. Tracie. I am paying more for poultry today than I did in 
1952 at the market and yet the farmer is getting far less. 

Mr. Rogers. That is in keeping with the rest of these products, too. 

Mr. Trace. That is right. 

Mr. Chairman, that completes my statement. 

Mr. Rogers. Mr. Harris. 

Chairman Harris. I have no questions. 

Mr. Rogers. Mr. Hale. 

Mr. Hate. I have no questions. 

Mr. Rogers. Thank you very much, sir. 

Mr. Tracie. I wish to thank you for this opportunity, Mr. Chair- 
man. 

Mr. Rocers. It is very nice to have you. 


Our next witness is Mr. E. M. Norton, secretary of the National 
Milk Producers Federation. 

Apparently he is not here. 

Mr. Wells, suppose we hear from you now if we can make it brief 
and we will get you in now. 


STATEMENT OF M. W. WELLS, ATTORNEY, GROWERS & SHIPPERS 
LEAGUE OF FLORIDA AND FLORIDA FRUIT & VEGETABLE ASSO- 
CIATION 


Mr. Wettus. Mr. Chairman and members of the subcommittee, my 
name is Maxwell W. Wells. I am an attorney and a member of the 
law firm of Maguire, Voorhis & Wells, with offices at 135 Wall Street, 
Orlando, Fla. I have been registered as a class A or attorney practi- 
tioner before the Interstate Commerce Commission since the first reg- 
istration was authorized by it in 1929. I have appeared before that 
Commission, and before the courts, in numerous proceedings affecting 
transportation of Florida citrus fruits and vegetables since 1926. 

Except for the hearings in a parte 148 during World War II, 
when I was absent on active duty with the Navy, I have represented 
Florida fruit and vegetable interests in every general revenue proceed- 
ing from and including /'# Parte 123 in 1937 down to the present time, 
Ex parte 210 involving Railway Express rates and Fx parte 212 now 
pending with respect to increased freight rates, as well as other rate 
cases and Hw parte MC-43 the trip-leasing case and MC-C-968 the 
determination of exempt commodity proceeding. 
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I am appearing here today as attorney for Growers & Shippers 
League of Florida and Florida Fruit & Vegetable Association. The 
latter is a nonprofit agricultural trade association incorporated under 
the laws of Florida representing fresh vegetables and subtropical 
fruit growers and shippers, with its principal office at 4401 East Co- 
lonial Drive, Orlando, Fla. The former is a voluntary nonprofit cor- 
poration whose members are growers and shippers of citrus fruits and 
vegetables in and from Florida, with offices at 45 West Central Ave- 
nue, Orlando, Fla.; it is the transportation agency of Florida Citrus 
Commission, the State body charged with the statutory duty of pro- 
tecting interests of the Florida citrus industry with respect to trans- 
portation facilities and transportation rates and charges. 

First, the Florida fruit and vegetable industries concur with the 
many statements made before your committee on the necessity for a 
repeal of the tax on freight and other transportation charges. We 
agree that such repeal will operate to the benefit of all for-hire car- 
riers, and enable them to compete on a more realistic and equal basis 
with private carriage. 

We believe that the reduction of total transportation charges, by the 
amount of the tax thereon, will permit a greater volume of traflic to 
move, thereby benefiting the for-hire carriers, the shippers, and re- 
ceivers and the consuming public. 

We do not agree that the elimination of the tax will result in re- 
duced governmental revenues in the same amount; for whatever is 
added in the way of greater returns to the grower and shipper, either 
from greater volume or the elimination of the tax, or both, should 
increase his net returns from which the Treasury will benefit by reason 
of income taxes thereon. We respectfully urge the early enactment 
of the amendment to H. R. 7125, which will repeal the transportation 
tax. 

Fruits and vegetables are grown in Florida, principally for sale. 
Because of the huge volume produced, the amounts consumed in 
Florida are relatively insignificant. The major consuming area of 
our fruits and produce is the eastern part of the United States, the 
great centers of population from Kansas City to the eastern seaboard. 

Consequently, our major agricultural industries, fruits and vegeta- 
bles, cannot exist or expand without adequate efficient and economical 
transportation. We use all modes of transportation. 

Prior to World War II, there was an extensive movement of citrus 
fruit from Florida by water to the North Atlantic ports. During the 
war, the ships ceased operating in the coastal trade, and following the 
war their operating costs had increased to such an extent that they 
attempted ot force the rail rates up for the protection of the ships. 
We defeated that attempt in hearings before the Interstate Com- 
merce Commission. Since World War II there has been very little, 
if any, fresh fruits or vegetables moving by water except for export. 

Today, therefore, the transportation system utilized for the inter- 
state movement of fresh fruits and vegetables out of Florida include 
(1) the railroads, (2) the motor common carriers (to a limited extent 
except as they operate vehicles hauling only agricultural commodi- 
ties and consequently exempt from rate regulation under section 203 
(b) (6) of the Interstate Commerce Act), (3) for-hire motor carriers 
devoted exclusively to transporting agricultural commodities, (4) pri- 
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vate trucks, and (5) Railway Express for direct-to-consumer ship- 
ments. 

All of these methods or forms of transportation are essential, and 
not only provide for our deliveries to the principal consuming areas 
of this country and Canada but also furnish a comfortable source of 
transportation equipment and organization for national defense or 
for use in case of other national emergency. 

Since World War II, the rail rates have been the subject of many 
inquiries or investigations by the Interstate Commerce Commission— 
they have fluctuated up and dow n, mostly up. 

The formal proceedings before the Commission—Zz Parte Nos. 
148, 162, 163, 166, 168, 169, 175, 177, 185, 196, 206, 210, 212—have in- 
volved attempts to increase substantially the rail and express trans- 
portation charges. Generally, after hearings at which the shippers 

roduced evidence, the full amount of the “proposed increases have 
Siem denied by the Commission and, in some instances, no increase 
has been permitted. The simple statement of the large number of 
these proceedings and the undisputed fact that when “the shipping 
public was given an opportunity to be heard and all the evidence was 
in the rail proposals were found not lawful in their entirety, indicates 
clearly the continued need for laws and procedures which will pro- 
vide some protection against unlawful increases proposed by the rail 
carriers. 

We cannot, and do not, agree with some of the usually vague and 
very general statements of some rail executives that there should be 
a deregulation and repeal of some of the Interstate Commerce Act so 
as to return a wider discretion to the railroads to do what they please 
with respect to freight rates and express charges. 

We believe that the flexibility and adaptability of the administrative 
procedures and discretion now vested in the Commission provides 
adequate protection to the railroads, and that this phase of the problem 
is one addressed to the quality of Commission administration and not 
to legislative needs. It is apparent that today the quality of Com- 
mission action is as high as it has ever been, of which I feel sure this 
committee is aware. 

[ believe in permitting the railroads to adjust their rates freely to 
meet the modern competitive conditions, subject to the supervision 
and control of the Commission as to whether the rates conform to the 
standards of the Interstate Commerce Act. I do not believe that the 
rates of one carrier should be made on the basis of the costs of a dif- 
ferent type of carrier, but that the inherent advantages of each should 
be preserved and available to the shipping public. 

For example, in the attempt of the water lines in 1946 or 1947 to 
force the rail rates up, that was an effort to make rail rates on the 
basis of water-line costs. The present act itself does not approve such 
attempt, various sections, including section 15a of the Rule of Rate- 
making for railroads, specifics ally referring to the “carrier or carriers 
for which the rates are prescribed.” 

Within the past year, we have had admirable examples of the 
present attitude of the Commission, in allowing the rail carriers to 

make rail rates for the benefit of the rail carriers. In the 1957 reduc- 
tions of certain rail rates on citrus fruit and vegetables from Florida, 
the Commission permitted those to become effective without suspen- 
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sion, they being made to enable the railroads to meet motortruck 
competition, to obtain a greater volume of traffic, and to benefit by 
additional rail revenue therefrom. 

There is a major complaint of the railroads with which we agree, 
fens they are currently being deprived of full benefits from technolog- 

al improvements and advantages by restrictive outmoded labor 
eilatan 

I do not know precisely what, if any, legislation is needed in this 
respect, and it may be that it is a problem of such great magnitude 
that only time can furnish the equitable solution. It seems ‘certain 
however that rail management should enjoy greater freedom in 
making its own determination with respect to many of these matters 
now seemingly controlled by labor. 

I do not understand that the purpose of this hearing is to determine 
what shall be done with S. 2553; and when hearings are assigned 
on it or on a substitute bill embodying its basic principles, additional 
time before your committee will then be requested to present the views 
thereon of the Florida citrus industry and of the Florida vegetable 
industry. 

Because of a statement presented to your committee on February 18, 
1958, by Mr. C. A. Buchanan, of Tavares, Fla., as to a very surprising 
and revolutionary proposal that the agr icultural exemption of section 
203 (b) (6) be repealed, I believe it appropriate here to comment 
briefly thereon. 

Mr. Buchanan stated that he is executive secretary of National 
Agricultural Transportation League of Tavares, Fla., that it “is 
composed principally of motor carriers of exempt commodities,” 
that he adopted Florida as his home 5 years 10, and he purported 
to speak not only for the 4,500 members of NATL but seemingly 
for all of the exempt truckers; and he said that the official action of 
NATL was that the agricultural exemption be eliminated and that 
the exempt trucks should move voluntarily into a regulated status. 

We are certain that he was incorrect when he said “I am making 
these admissions for the exempt trucking industry generally.” We 
do not believe that he has authority even to speak for his own mem- 
bers, and doubt seriously whether any substantial portion, let alone 
a majority, of the exempt truckers would support the position stated 
by him. He c ertainly does not speak for the Florida citrus and vege- 

table industries, for we emphatically desire the continuance of the 
exemption of section 203 (b) (6) of the trucks hauling our fresh 
commodities from Florida. 

Mr. Buchanan appeared to claim, among other things, that exempt 
trucking was not profitable. The figures. themselves “speak affirma- 
tively to the contrary. I am listing here the comparative figures for 
the rail and motortruck movement out of Florida of fruits and vege- 
tables, for the past 11 seasons, all since the close of World War IL. 
The unit is the carload for rail and the equivalent carlot, or substan- 
tially the same number of boxes, for truck movement. 

The figures are taken from official sources, that is, the Florida 
State Marketing Bureau who publishes the statistics in cooperation 
with the United States Department of Agriculture; and they show 
the healthy expansion in the exempt trucking industry from Florida 
during this entire period of time. 
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Comparative. rail carloads and truck carlots of fruits and vege- 
tables moving from Florida in interstate commerce : 


Percent 
Season al Truck 


Rail 





has a 106, 721 | 31, 992 138, 713 76.9 
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There could not have been the great expansion of the number of 
trucks hauling Florida fruits and vegetables except that the truck 
operations have been very profitable. Furthermore, many of the 
owners and operators of the large certificated motor common car- 
riers in Florida at the present time began operations initially in the 
hauling of Florida fresh fruits and veget: ibles. They prospered then 
and have expanded to substantial operations today. 

As an illustration, Mr. Sidney Alterman, president of Alterman 
Transport Lines, one of the large certificated motor common car- 
riers engaged in transporting frozen citrus concentrate from Florida 
today, t testified as follows before the Interstate Commerce Commis- 
sion in L'a parte MC-43, the Trip Leasing case: 

The testimony which I would like to offer in this proceeding is based upon 
19 years’ experience in the motor carrier industry. I have operated under sev- 
eral different classifications, having started out as a driver of my own truck, 
transporting so-called exempt commodities from Florida to various points in 
the United States. 

It is important to note that since World War IT, as shown by the 
statistics to which I have referred, the truck movement of fresh fruits 
and vegetables out of Florida in the last complete season, 1956-57, was 
nearly 5 times the volume of 1946-47, 31,992 to 145,920, although the 
total interstate movement from Florida increased in the same period 
only from 138,713 to 213,632, or not quite twice, by both rail and 
truck. 

Only once in the postwar period has the relative portion by motor- 
truck decreased percentagewise in any season under the immediately 
ee season, viz: 1950-51 under 1949-50. It is significant to 
snow that in the 1950-51 season the railroads had made substantial 
reductions in the rail rates on citrus fruits by rail from Florida to 
major consuming areas in the United States, thereby increasing the 
rail movement from 78,061 to 98,833, or from 49.5 to 53.9 percent. 
In the succeeding years, the rail rates increased generally, and cor- 
respondingly the relative movement by motortruck increased. 

The motortruck rates are competitive rates, governed by the uni- 
versal law of supply and demand. When the rate advantage is to 
the trucks below rail rates, there is increasing movement by truck. 
When the rail rates are competitive with truck rates, the movement 
by rail tends to increase. When both rail and truck are too far 








306 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


above the cost of rendering the service, the privately operated trucks 
begin to increase. 

The competitive rate situation has been belatedly recognized in the 
past year by the railroads, who in 1957 made substantial reductions 
in rail rates on fresh fruits and fresh vegetables from Florida, and 
in the last general increase case Hw parte 212 did not propose to 
increase either the citrus fruit rates nor the Florida carload vegetable 
rate—the general trend, however, since 1946 having been upward and 
upward, until the past year. 

Even though Mr. Buchanan complained of the 1957 reductions in 
rail rates, the fact is that it is the judgment of rail officials and it is 
definitely my opinion also that the present rates, which are competi- 
tive with truck rates, furnished additional net income to the railroads, 
and are above what are technically known as compensatory rates. 

It is our belief that over the years there has been a remarkable 
uniformity in the rates charged by the motortruck operators for 
transporting fresh fruits and vegetables out of Florida. That there 
is some fluctuation is understandable, and desirable—for that reflects 
the inexorable results of the law of supply and demand. Competi- 
tion between the truck operators and between them and the railroads 
necessarily operates to keep the competitive rates in line. When 
there is an oversupply of trucks, then obviously the competitive bid- 
ding by the truck operators means that rates are lower; and con- 
versely when there is a short supply of trucks, the operators are never 
slow to demand and receive more for the relatively scarce transpor- 
tation facilities. 

Mr. Buchanan referred to his claim that “today they (the truck 
rates) are anything but” uniform. It would be surprising if they 
were, for today, in the current disastrous season, the growers have 
sustained tremendous losses from the weather, both freezes and floods, 
the volume available for transportation has been a small percentage 
of normal, and consequently the supply of transportation, both rail 
and trucks, has been greater than the movement. 

Whatever may be the real situation then today in the face of this 
drastically reduced volume as to the level of the current truck rates, 
two facts are clear: First, if there be 2 trucks available for 1 load, 
the 1 operator having the lower rate for transportation undoubtedly 
will get the load—he is not compelled to take it, the option is his and 
the competitive bid is one voluntarily made by him; and secondly, 
no lawmaking power on the face of the earth can overcome the 
weather and furnish loads for the normal number of trucks (and 
railroads) to transport. 

Mr. Buchanan purported to speak on behalf of the exempt truck- 
ers. If his revolutionary proposal should become law, so that the 
agricultural hauler is regulated as to authority, routes, schedules and 
rates, then Mr. Buchanan would no longer have any members in 
NATL, for as he emphasized “The league is composed principally of 
motor carriers of exempt commodities.” 

In the beginning, when the objectives and motives of the National 
Agricultural Transportation League were different from those now 
stated by Mr. Buchanan, the Growers and Shippers League of Flor- 
ida endorsed the principles of such an organization. NATL is a non- 
profit corporation, whose charter was approved by Circuit Judge 
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Frank A. Smith on April 16, 1954, and it is a matter of public record 
in the office of the clerk of the Circuit Court of Orange County, Fla. 

In that charter it is stated that the general nature of the object 
of the corporation is as follows 

To promote in every legal manner the development, operation, maintenance, 
and general welfare of that branch of the transportation system of the United 
States of America which is concerned with the transportation by for-hire motor 
vehicles of loads of property consisting of ordinary livestock, fish (including shell 
fish), or agricultural (including horticultural) commodities (not including 
manufactured products thereof), if such motor vehicles are not used in carrying 
any other property or passengers for compensation. 

Anyone familiar at all with the language of the Interstate Com- 
merce Act respecting exempt haulers or agricultural commodities will 
recognize immediately that the charter of NATL incorporates the 
langu: ige of section 203 (b) (6). 

In other words, the NATL charter does not permit active member- 
ship except of exempt haulers of agricultural commodities. The 
qualifications of active members, in substantially the above-quoted 
language, is set forth in article III of the NATL charter: 

Any reputable person in the employ of an active member may become an as- 
sociate member. 

Honorary members are those elected as such by the board of di- 
rectors, and their qualifications— 


shall be the rendering of a distinctive service of sufficient importance to the 
welfare of the corporation to justify such election. 

We doubt very much whether the truck operator member of NATL 
have had any opportunity at all to express their views of Mr. Buchan- 


an’s proposal, for it seems clear that the “official action” of NATL is 
now controlled by auto transportation brokers, insurance agents, 
certificated motor common carriers, and sales agencies of motortruck 
equipment. It is my understanding that the majority of the truck- 
operator members of NATL are recruited by the brokers, who deduct 
from the freight charges $1 for membership of the truck operator. 

There is an agricultural exemption with respect to regulated trans- 
portation in the Florida statutes. In 1955, the Florida Legislature 
enacted into law, with the endorsement of Growers and Shippers 
League of Florida, the auto-transportation-broker law, chapter 29787, 
acts of 1955. 

That law required the licensing as a broker of any person who sold 
or offered for sale exempt transportation or made any contract of ar- 
rangement for procuring such transportation. Certain requirements 
are set forth as to eligibility, and pertinent facts must be set forth in a 
written application in order to obtain a license as an auto transpor- 
tation broker. 

The initial license fee is $250 and there is an annual renewal fee of 
$100, for each locality from which the broker does business. He must 
furnish a bond. The Florida Railroad and Public Utilities Com- 
mission is authorized (sec. 323.31 Florida Stat.) to prescribe 
reasonable rules and regulations for the protection of shippers by 
motor vehicle to be observed by auto transportation brokers. The re- 
quired bond is for the protection of shippers and shall be— 
in such form and amount as will insure financial responsibility and the supplying 


of authorized transportation in accordance with contracts, agreements, or ar- 
rangements therefor. 
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In practice, the vast majority, in fact nearly all, of the truckloads 
of Florida fruits and vegetables move in trucks for which the trans- 
ortation is arranged by a licensed auto transportation broker. The 
roker generally furnishes the bill of lading, and it is a triparty 
agreement, 1. e., the motor carrier agrees to furnish the transportation 
and the broker indemnifies the shipper against default of the carrier 
in his transportation contract. 

The broker receives his compensation (understood to be 7 percent) 
from the trucker, and handles the finances, i. e., the freight charges 
are paid to the broker and he disburses it according to the specific 
arrangements, deducting, of course, his commission, and the $1 mem- 
bership fee in NATL, as well as any amounts owing to the shipper 
for negligence in the transportation, i. e., claims. 

There are today in Florida (i. e., 1958) 131 licenses issued to auto 
transportation brokers by the Florida Railroad and Public Utilities 
Commission (including those listed on its supplement No. 1). 

It is interesting to note that in the Packer, a fresh fruit and vege- 
table trade publication, of March 1, 1958, there was published a news 
release which included the newly elected directors of NATL. There 
are 21 directors: Wilson Horne, E. F. Puch, W. P. Ball, Delbert 
White, Elbert Moore, M. T. Ruke, Ellis Hill, Joe Brown, C. A. 
Buchanan, E. 8. Ballou, Milton Wasserman, A. K. Hockaday, George 
Daniels, Gilbert Ogden, Benny Carter, Ralph Hadley, W. J. Doerr, 
Bill Hargrove, Keith Tyner, Virgil Stringfield, and Ralph Agee. 

Of those 21 current directors of NATL, 12 hold 1 or more licenses 
as auto transportation brokers. Of the other 9, 1, C. A. Buchanan, 
was, prior to his employment as executive secretary of NATL, an 
employee of an auto transportation broker who now holds 6 licenses, 

One, Milton Wasserman, is the manager of the Orlando Terminal 
of Alterman Transport Lines, Inc., a certificated common carrier in 
interstate commerce of frozen foods, and for whom Mr. Frank Hand, 
the attorney appearing at the February 18 hearing with Mr. Bu- 
chanan, is and has been for several years the commerce counsel appear- 
ing in many proceedings for Alterman Transport Lines before the 
Interstate Commerce Commission affecting motor-carrier rates and 
motor-carrier authorities or certificates of public convenience and 
necessity. 

Mr. Ralph Hadley is an insurance agent, he being shown by the 
latest, 1957, Orlando City Directory as president of Hadley Agency, 
Inc., transportation insurance specialist, 110 East Morse Boulevard, 
Winter Park. 

Mr. W. J. Doerr is the president of the Orlando branch of Diamond 
T. Truck Sales & Service, and of Florida Trailer & Equipment Co., 
103 South Orange Blossom Trail, Orlando. 

Keith Tyner is with Hunt Truck Sales, Tampa. Virgil String- 
field is with Trailmobile, Inc., 1018 Yates Avenue, Orlando, sellers of 
Trailmobile trailers. 

Billy H. Hargrove is manager of Fruehauf Trailer Co., 200 North 
Orange Blossom Trail, Orlando; Ralph Agee is district manager for 
Mack Truck in Jacksonville. 

I have no information concerning the background or special in- 
terest of Benny Carter, except that the March 1958 issue of NATL 
News states he is “a trucker with Key and Carter in Lakeland.” 

The 12 directors who are auto transportation brokers are: 
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Wilson Horne. License No. 63. W. W. Horne Truck Brokerage 
Co., Inc., Sanford. 

E. F. Puch. License No. 70. Orlando. 

W. P. Ball. License No. 54. Ball Bros. Trucking Co., Sanford. 

Delbert White. Licenses Nos. 86,87, 88,and 89. White’s Trucking 
Service, Inc., Miami, Fort Pierce, Tampa, and Pompano Beach. 

Elbert Moore. Licenses Nos. 112, 113, 114, 115, and 116. Elbert 
Moore Truck Brokers, Inc., Tampa, Palmetto, Immokalee, Pompano 
Beach, and Homestead. 

M. T. Ruke. Licenses Nos. 71, 72, 73. M.'T. Ruke doing business as 
M. T. Ruke Truck Broker, Immokalee, Wauchula, and Fort Myers. 

Ellis Hill. License No. 60. Hill & Serdynski, Lakeland. 

Joe Brown. Licenses Nos. 127, 128, and 129. J. W. Brown doing 
business as J. W. Brown Brokerage, Pompano Beach, Gainesville, 
and Pahokee. 

E. S. Ballou. Licenses Nos. 28, 29, 30, 31, 32, and 33. Cross Country 
Truck Service, Leesburg, Orlando, Hastings, Lakeland, Belle Glade, 
and Miami. 

A. K. Hockaday. License No.2. A. K. Hockaday doing business as 
Hockaday Brokerage Co., Fort Pierce. 

George Daniels. License No. 58. George Daniels, Inc., Winter 
Garden. 

Gilbert Ogden. License No. 96. Ogden Trucking Co., Naranja. 

It seems to me that it is readily apparent that the interests of 
NATL are primarily for truck brokers, and not that of truck opera- 
tors. Indeed, this is not the first time that Mr. Buchanan has en- 
deavored to promote legislation which he thinks will give to the exist- 
ing auto transportation brokers in Florida a monopoly and tend to 
prevent others from entering the field. 

At the last session of the Florida Legislature, Mr. Buchanan at- 
tempted to procure the passage of an amendment to the Florida auto 
transportation broker law, which would have made it more difficult 
for others to enter that field, and provide new additional require- 
ments among which was that the applicant for a license must “prove 
that public convenience and necessity require issuance of this license.” 
Representatives of Flor ida Fruit & Vegetable Association were pres- 
ent at the State capitol and opposed the amendment. 

Also, at least by implication, Mr. Buchanan represented that the 
general counsel of Florida Railroad and Public Utilities Commission 
and my law firm as counsel for Growers & Shippers League of Florida 
were also sponsoring the legislation. We promptly advised the legis- 
lative committee that such was not the fact, and that on the contrary 
the Growers & Shippers League of Florida joined with Florida Fruit 
& Vegetable Association in opposing the measure. The amendment 
was not passed. 

In the course of his testimony or statement before this committee, 
Mr. Buchanan sought to leave the impression that shippers had 
foisted upon the motor truck operators iniquitous forms of bills of 
lading with strange provisions, et cetera. It is true that some shippers 
require their form of bill of lading; but I do not know of any iniqui- 
tous or unreasonable provisions. 

IT have been for some years on a committee of the International 
Apple Association seeking to develop a form of bill of lading, suit- 
able for use throughout the countr y- There have been differing re- 
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quirements for different types of perishable commodities, and there- 
fore some differences as to the exact form which the recommended 
exempt carrier bill of lading should take. However, pertinent pro- 
visions, about which there has been no difference, include the follow- 
ing which is substantially similar to the railroad uniform bill of 
lading: 

Received from the shipper named herein, the property described below, in 
apparent good order and condition, except as noted below, marked, consigned 
and destined as indicated below * * *. 

It then indicated that an agreement has been “arranged by the truck 
broker named herein” and that the 


terms and conditions of this contract printed on the face and back hereof, which 
are hereby agreed to by the truck company, the shipper, and the truck broker. 


Among the “Contract terms and conditions” are: 


1. Where used in this bill of lading, the term “truck company” is understood 
to mean * * * The truck company hereby assumes full responsibility as a 
common carrier for any and all loss, damage, or delay to said property while in 
its possession and until delivery to consignee at said destination except when 
caused by an act of God, act of public enemy, or by an act or omission of the 
shipper or consignee. * * * 

5. The truck company hereby warrants and represents to said shipper and 
consignee, or other owner of said shipment that the motor vehicle described 
herein is covered by a valid effective insurance policy as shown herein, in at 
least the amounts of $25,000 for bodily injury to any one person; $100,000 for 
bodily injuries in any one accident; and $10,000 for property damage. It is 
further represented that this shipment is covered by a presently effective cargo 
insurance policy in at least the amount of $5,000 and that additional coverage 
will be obtained to cover the actual value of said shipment if the shipper states 
such value on the face hereof. The truck company further represents that it 
carries workmen’s compensation insurance on all of its drivers. 

7. All parties hereto acknowledge that the truck broker, for compensation 
received from the truck company, has acted solely as a broker in this trans- 
action, bringing together the shipper and the truck company, and is not the 
employer, employee, principal, or agent of the truck company. It is further 
acknowledged that the shipper has relied on the truck broker in securing ade- 
quate and satisfactory transportation services, and that the truck broker agrees 
to indemnify the shipper or other owners of the property transported from any 
loss due to the truck company’s negligence, act of omission or any other failure 
to fully perform and comply with the terms of this agreement. 


The form of bill of lading or transportation agreement provided 
by the Cross County Truck Service, Inc., the former truck broker 
employer of Mr. Buchanan, provides: 


Received at cn di cht lltashilidie ie shipper, the property de- 
scribed below, in apparent good condition, and agrees to transport same, in 
accordance with terms and conditions printed upon reverse hereof— 


and so forth; and also: 


The following terms and conditions are agreed upon by the trucker with the 
shipper, owner, and consignee designated on the reverse side hereof and also 
with Cross-Country Truck Service, Inc., as the broker, and shall be equally 
enforceable by either or any of the parties: 

1. Trucker agrees as follows: (a) As a condition precedent to payment of 
freight charges, trucker will safely transport and deliver, in good condition, to 
consignee at destination, the property described on the reverse hereof, all 
without unusual delay from any cause; (0) trucker shall be liable for all loss 
and damage occasioned said property, * * * (f) trucker grants to broker, 
at broker’s option, the right to settle and pay all claims of the shipper * * *. 

2. Trucker grants to broker the right to collect the agreed transportation 
charges in trucker’s behalf and broker shall remit such payment to trucker 





INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 311 


after deduction of broker’s usual commission and other charges upon presen- 
tation of original copy of this agreement, properly receipted by consignee; 
provided, however, that broker shall always be entitled to payment of its 
said commission and charges and trucker shall not be entitled to payment of 
said transportation charges until all claims with respect to the property being 
transported shall have been fully settled and satisfied. 

The complaints voiced by Mr. Buchanan with respect to claim 
settlements, and so forth, disclose a complete lack of understanding on 
his part that the Interstate Commerce Commission has nothing what- 
ever to do with the settlement of claims. 

For example, with respect to railroads, section 20 (11), originally 
the Carmack amendment of 1906, and every amendment thereto since 
that time, recognizes the jurisdiction of the courts over loss and 
damage,claims and any power thereover has consistently been denied 
to the Commission. Any carrier, whether exempt or regulated, 
whether motor carrier or rail, is in exactly the same position, viz: 
Such matters are cognizable in the courts; and the unjustified elimi- 
nation of the exemption now applicable to haulers of fresh fruits 
and vegetables would not operate to make any change whatsoever 
in this respect. 

Neither would any of Mr. Buchanan’s complaints with respect to 
a few operators not having liability insurance be the fact if the auto 
transportation brokers were doing their job properly and if they 
were using the form of bill of lading prepared by us. Furthermore, 
under Florida law no motor vehicle can operate on the highways of 
Florida except under the provisions of the Florida financial respon- 
sibility law, chapter 324 Florida Statutes, the penalties for violation 
of which include suspension of license and registration for as much 
as 3 years. This salutary provision of Florida law is much more 
strict than any enforcement of insurance provisions against certifi- 
cated or regulated common carriers. 

I see no reason whatever for the Federal Government to invade 
the province of the State law as to insurance requirements of motor 
vehicles on its highways. When a vehicle lawfully starts from any 
point in Florida, it is properly insured. 

Generally speaking, the vast majority of the exempt trucks operat- 
ing from Florida are, I believe, owner-operators. I believe that the 
investment in equipment alone indicates that they are just as safety 
conscious, if not more so, than many employed drivers whose only 
interest may be in his salary check. 

I do not know of any adequate statistics showing that exempt driv- 
ers are more accident prone than other drivers. It must be also re- 
membered that there 1s no sound principle stating that a law that 
another law shall be obeyed is proper legislation. Substantially the 
same safety regulations, standards of equipment, and hours of service 
are now applicable to exempt carriers, private carriers, and certifi- 
cated carriers alike. A further law that such requirements of law 
must be obeyed would add nothing. Regulation of exempt carriers 
adds nothing to existing law. 

Too often zealots proposing changes in existing law entirely over- 
look the fact as to what is now the law. Of course, the exemptions 
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or exclusions of section 203 (b) of the Motor Carrier Act (Interstate 
Commerce Act) expressly provides: 

(b) Nothing in this part, except the provisions of section 204 relative to quali- 
fications and maximum hours of service of employees and safety of operation or 
standards of equipment shall be construed to include (1) motor vehicles * * *, 
and so forth. 

Section 204, of course, is the one which authorizes the Commission 
to “establish reasonable requirements” for common and contract car- 
riers by motor vehicle with respect to “qualifications and maximum 
hours of service of employees, and safety of operation and equip- 
ment,” and for— 
private carriers of property by motor vehicle, if need therefor is found, reason- 
able requirements to promote safety of operation, and to that end prescribe 
qualifications and maximum hours of service of employees, and standards of 
equipment. 

I do not intend to note in detail the various statements made by Mr, 
Buchanan, but I should not pass his erroneous representation that: 
as an illustration, in Florida most of the citrus fruit is bought on the tree and 
the vegetables are bought in the fields. 

Of course, some fruit is sold by the grower at an “on tree” price, 
and I do not doubt that some vegetables are sold while in the field. 
However, those sales account for only a relatively small portion of the 
entire crop, and even then the price received by the grower is af- 
fected by the laws of supply and demand, the competitive prices of 
packaged fruits and vegetables at shipping point, and the destination 
prices in the consuming markets of the northern population centers— 
in each case the amount of the transportation charges is an important 
factor and of vital concern to the grower who cannot dispose of his 
production except there be adequate, efficient, and economical trans- 
portation available. 

Many crops of vegetables are harvested, packed, shipped, and sold 
by the growers themselves. Others are so handled by agencies who 
perform those services for the account of the growers; and of course 
we cannot ignore the very substantial volume which is packed and 
sold for the growers by cooperative associations and growers market- 
ing agencies. 

2 the case of citrus fruit, of course, the greater portion today is 
utilized as the raw product for the processing of our canned citrus 
products and the popular frozen citrus juice concentrates. 

Even the fruit so utilized for canned and frozen products is not 
bought on the tree for the most part. 

For example, Minute Maid Corp. obtains its fresh fruit for the pro- 
duction of frozen citrus-juice concentrates from 3 principal sources 
or in 3 ways, viz: Fruit which it produces on groves owned by it, 
fruit bought “on tree,” and fruit sold and delivered by the grower at 
the plant where the fresh fruit is converted into the frozen 
concentrate. 

Approximately 75 percent of the volume of fruit utilized by Minute 
Maid is bought by it at its plant. Where fruit is purchased by it “on 
tree,” the price to the grower at that point is usually about 42 cents 
less than the plant-delivered price—the 42 cents representing the cost 
of picking the fruit and the transportation to the processing plant. 

Similarly, the volume of fresh citrus fruit which is sold in fresh- 
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fruit channels, that is, at the northern markets, at auction, to the 
chainstores, or to fruit wholesalers and jobbers, is handled by growers’ 
cooperative marketing associations such as the Florida Citrus Ex- 
change, by the growers themselves, by agencies packing, shipping, 
and selling for the account of the growers, and by other means. 

However, I do not believe that any experienced grower or shipper 
will contend that the farmer or grower does not have a very definite 
interest in low transportation charges, regardless of the method or 
place of sale by the grower. Indeed, it is my opinion that anyone 
contending to the contrary is simply without knowledge of the facts 
of the situation. 

In conclusion, I sincerely urge that there be no recommendation or 
legislation with respect to the agricultural exemption until after hear- 
ings on S. 2553 or such substitute bill therefor as may be presented 
with respect to commodities other than fresh fruits and fresh 
vegetables. 

Mr. Chairman, I would like to request that a copy of the statement 
I presented to the Senate subcommittee be received, if I may. 

Mr. Rogers. Do you have a copy of that? 

Mr. Wetts. I have copies, and I have given them to Mr. William- 
son; yes, sir. 

Mr. Rogers. We have the hearings of the Senate subcommittee. 
They are available to us and will be used by the committee. 

Mr. We ts. Then there will be no need for duplication. 

Mr. Rocers. There will be no need to include that statement, be- 
cause that is available anyway. 

Mr. Wetts. My particular reason for suggesting the addition of the 
statement before the Senate subcommittee is because there are factual 
statements in there relating to some of the things that Mr. Buchanan 
presented this morning, with which we are not in agreement. 

Mr. Rogers. We will make note of that. 

Mr. Wetts. The Florida fruit and vegetable industries are defi- 
nitely opposed to H. R. 5823. We do not think that the channel-of- 
commerce theory is workable. We do not understand it. We do not 
know where would be the primary market and, in fact, it was con- 
demned by the Commission, itself, in the determination of exempted 
commodities back in 1951 or 1952. 

There was some reference this morning to some safety checks, and 
I want to invite attention to the misleading character of the informa- 
tion that that is purported to give. It is presented by those who refer 
to it for the purpose of attempting to show that the exempt hauler is 
a menace on the highway. 

Let me refer to the January 1958 check, where it is said that the 
vehicles and drivers of trucks were checked at points on all principal 
highways leading into and out of the State of Florida during the 
week ending January 31, 1958, but they did not check all the trucks. 
The vehicles to be given a detailed inspection were selected by means 
of a preliminary visual and audio inspection. It is shown in the 
tabulated returns from that check that 228 exempt vehicles were in- 
cluded in that check, but then, that same week, just on Florida citrus 
and vegetables alone there were 1934 trucks, so that, percentagewise, 
we think it is not a bad showing. | 
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We have set up other reasons at other times as to the position in 
regard to it. We think they are just as safe, if not safer than the 
ordinary vehicle on the highway. 

I want to mention, if I may, insofar as the citrus situation is con- 
cerned, that we have not only the fresh citrus fruit which we believe 
should be continued exempt because about three-fourths of it is now 
handled by trucks. If you were to pass H. R. 5823, it seems to us 
that it would take at least 5 or 10 times the personnel which the Inter- 
state Commerce Commission now has to handle it, because you have 
small operators, a great many more even than the average number of 
vehicles, and that 1s going to require a lot of unnecessary appropria- 
tions to take care of it. 

Insofar as the canned and frozen citrus products are concerned, the 
frozen, of course, is a relatively recent development. Those two now 
consume about two-thirds of our annual citrus production in Florida, 

We have never made any contention before the Commission, the 
courts, or anywhere else that any of those canned or frozen citrus 
products are in an exempt status. We do not ask it now. We do 
feel very keenly, and, certainly, it is my personal view, that the frozen 
fruits and vegetables with which our commodities necessarily must 
compete ought to be in the same category and the same status insofar 
as regulation or nonregulation is concerned, and it is for that reason 
that the citrus industry of Florida feels that there should be some 
additional legislation, not H. R. 5823, but along the principles em- 
bodied in S. 2553 to which we have referred earlier. 

I think that completes the additional statement, Mr. Chairman. 

Mr. Rogers. Thank you, Mr. Wells. 

Do you have any questions, Mr. Harris? 

Chairman Harris. I have no questions. 

Mr. Rocers. Mr. Hale. 

Mr. Hate. I have no questions. 

Mr. Rocrrs. Mr. Wells, I have one question. What is your reaction 
to the proposal to extend this exemption, as it now stands, to the 
railroads ? 

Mr. Wetts. Mr. Chairman, I would have no objection to placing 
the railroads in the same position as the regulated common-carrier 
trucks are today. They can haul the exempt commodities just the 
same as anyone else. I do think, possibly, that, if the railroads were 
going into that, it should be by truck operations and not rail. 

Mr. Rogers. It should be by what operation 

Mr. Wetts. By truck operation, motortrucks. My reason for say- 
ing that is that there is, of course, the ever-present danger by reason 
of the magnitude of the rail operation, of forcing some of the others 
out of business if they were to go into it on the rail operation. Now, 
frankly, I have not thought that all the way through but, offhand, 
that would be my impression. Thank you. 

Mr. Rocers. Thank you very much. 

Chairman Harrts. You, perhaps, know that there is a very limited 
motor operation conducted by the railroads. 

Mr. Wetts. I appreciate that, sir, and it no doubt would require 
some additional legislation to authorize the railroads to participate in 
the operation of exempt products. 

Chairman Harrts. That is another question. I think we have all 
we can chew on in this one right now. 
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Mr. We ts. I think so, too. Thank you very much. 

Mr. Rogers. Thank you, Mr. Wells. 

Our next witness 1s Mr. William Ott, of the Dairy Industry 
Committee. 


STATEMENT OF WILLIAM H. OTT, CHAIRMAN OF THE TRANSPORTA- 
TION SUBCOMMITTEE OF THE DAIRY INDUSTRY COMMITTEE 


Mr. Orr. Mr. Chairman and gentlemen of the committee, my name 
is William H. Ott; my residence is Des Plaines, Ill. I present this 
statement as chairman of the transportation subcommittee of the 
Dairy Industry Committee, a voluntary, nonprofit national organiza- 
tion with offices in Washington, D. C., comprising the following 
organizations: American Butter Institute, National Cheese Institute, 
National Creameries Association, American Dry Milk Institute, 
Evaporated Milk Association, International Association of Ice Cream 
Manufacturers, and Milk Industry Foundation. 

These organizations represent all major factors of the dairy indus- 
try except, of course, the one which is most important—the dairy 
farmer, who produces the raw material, milk, with which we are all 
concerned. 

H. R. 5823 proposes to amend section 203 (b) (6) of the Interstate 
Commerce Act, the so-called agricultural exemption. It is the posi- 
tion of Dairy Industry Committee that the proposed wording is com- 
pletely unworkable and impractical, so far as the dairy business is 
concerned, in two respects: First, insofar as it limits the exemption 
to movement— 

* * * from the point of production to a point where such commodities first pass 
out of the actual possession and control of the producer * * * 

and, second, insofar as it would remove the present exemption on 
frozen milk or cream. 

In the dairy industry, “milk-procurement transportation” is of the 
utmost importance. Such transportation must be accomplished with 
efficiency, economy, and without unnecessary restriction on the phys- 
ical movement, to the ends that (1) the farmer who usually bears the 
cost thereof incurs no unnecssary or unreasonable costs, and (2) milk 
and other dairy products be supplied to consumers at the lowest pos- 
sible price consistent with cod quality and good service. 

Milk-procurement transportation begins at the farm. It is per- 
formed by widely varying methods under which “actual possession 
and control of the producer” may be lost at the farm or at various 
points in the course of transportation to the milk-market area con- 
cerned. 

Nevertheless, milk is produced, transported, and marketed competi- 
tively, and the imposition of costs and regulations on that milk dur- 
ing portions of its journey to market will disrupt the competitive 
situation with offsetting benefit to no one. 

The physical ners. of transporting milk from farm to market 


area vary widely. Probably most of such milk or cream still leaves 
the farm in milk-shipping cans, predominantly of 10-gallon size. The 
trucks are usually small and without means of refrigeration; thus, 


the distance which the product can be carried without spoilage is 
limited. 
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The destination may be a receiving station, a processing plant, or a 
distributing plant in the final market area. i 

The truck operator, usually, is a member of a farm family hauling 
his own milk, his own with that of one or more of his neighbors, or 
operating over a milk route which he owns, and hauling generally 
from farmers along that route to the receiving or processing station. 
Such routes are usually operated, at least, on a daily basis. 

When the initial movement is to a receiving station or processing 
plant, the same tonnage must again be transported in one or more 
movements until it finally reaches the point of comsumption or manu- 
facture. 

Recently, there has been greater development in direct pickup of 
milk at the farm in tank vehicles. As this type of operation grows, 
it often eliminates one stage of procurement transportation by reason 
of the fact that the milk is cooled at the farm and can be safely trans- 
ported in heavily insulated tank vehicles over fairly long distances 
without loss of quality. wisi 

The receiving station may be merely a point at which milk is cooled 
and aggregated into larger lots for further transportation, but in no 
event is it the market for the product carried. 

In some areas, milk may be processed and/or bottled at a processing 
plant before it reaches the market area, all in the course of direct 
transportation from the farm or through a receiving station. 

Despite the variation in the methods of transportation used, the 
cost of such transportation is borne by the farmer-producer. In 1957, 
a study was made of Department of Agriculture milk-marketing or- 
ders as a means of determining the farmer’s interest in transportation 
charges on milk. 

The study covered 62 orders applicable at various markets in 28 
States. Without exception, those orders made the cost of transporta- 
tion from farm or farm area to market the responsibility of the 
farmer, and such cost was reflected in the prices provided. 

Forty-two of these orders, including all major markets, provided 
prices scaled according to distance from farm or farm area to market. 
The farmer-producer received a price for his milk which, if he is 
more distant from the market than the base zone, is lower than the 
price for farmers shipping from the base zone, thus reflecting an 
additional transportation charge for the longer distance. 

These price differentials, generally, represent transportation costs 
for direct. movement but, often, do not reflect transportation costs 
involved in transportation through intermediate receiving, processing, 
bottling, or manufacturing plants. 

If, through loss of the exemption, milk transportation is placed 
upon a fully regulated basis, the cost of that transportation will be 
greatly increased ; that increased cost will be borne by the farmer. 

The exact interpretation which may be given to the phrase “point 
where such commodities first pass out of the actual possession and 
control of the producer” is uncertain. 

Nevertheless, it seems clear that almost all milk transported from 
the farm where produced passes out of the actual possession of the 
farmer-producer when the pickup is made at the farm. 

Almost no milk would quality for exemption under this “actual 
possession” test. If the word “control” carries its ordinary implica- 
tions in the field of transportation, it would require that the farmer, 
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among other things, (1) make selection of the carrier involved, 
2) make payment of the transportation charges to the carrier, and 
3} look to the carrier for settlement of loss and damage claims. 

Here, again, there would be no substantial exemption of milk trans- 
portation under such conditions. Generally, the only transportation 
of milk in which the farmer would retain actual possession or exer- 
cise such control would be that transportation which he performs for 
himself, already exempt under other portions of the law. 

In common practice, the milk hauler is selected or agreed upon 
and paid by the receiving processor or manufacturer, who also han- 
dies the recovery of transit loss from the hauler. Even though the 
farmer receives a price for his milk which reflects variations in 
transportation cost, he has little practical control over the perform- 
ance of milk transportation, as such. 

There is necessary the highest degree of flexibility in milk-hauling 
arrangements, flexibility as to time, place, and method, to meet 
changing conditions of supply or point of usage (necessary to permit 
the farmer to reach his most advantageous market) and assuring the 
supplier milk or cream necessary to support and justify the invest- 
ment in and operation of a processing plant. 

Such flexibility never has been and cannot be supplied by the regu- 
lated or certificated for-hire carrier industry, either rail or motor. 
Such carriers are not prepared to meet the requirements of milk 
transportation—we doubt that they are substantially interested in 
that movement. 

The trucks are small, the loads are small, and the volume, in part, 
dependent upon the ability of the individual hauler to deal with the 
farmers on his route or in his area. 

The number of individuals handling such transportation today is 
large; it has been estimated that there are over 100,000 such haulers, 
most of them operating a single vehicle over a milk route as a part- 
time occupation, seldom controlling more than 2 vehicles each. 

Rate, operating authority, and other regulatory controls of this 
type of hauling by the Commission, other than the safety regula- 
tions presently applicable, are unnecessary and unworkable. No 
attempt should be made to impose them. 

Competition in the processing and marketing of milk also is im- 
portant to the producer. That competition could be seriously dis- 
rupted under the proposed bill. For example, assume that processors 
A and B sell in a common market, but processor A has his pasteur- 
izing and bottling plants within that market area, receiving his raw 
milk direct from the farm, whereas processor B has similar facilities 
Within the milk production area or at intermediate points. 

Perhaps the transportation of milk from farm to processor A 
could continue as an exempt operation; processor B would require 
a second step of transportation from plant to market, undoubtedly 
on a nonexempt and, therefore, higher cost basis. The resulting sit- 
uation could bring serious economic results. 

H. R. 5823 also would eliminate frozen foods from the agricultural 
exemption. Assuming this terminology to include frozen milk, 
skimmed milk, or cream, it also is objectionable to the dairy industry. 
Freezing of these products is not a manufacturing or processing 
operation; it is merely a means of preserving fresh milk quality over 
a period of time which must elapse from production to consumption. 
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The production of milk at the farm is subject to wide seasonal 
variations. If marketing and pricing are not to be seriously dis- 
rupted, portions of the product must be frozen for later use, pri- 
marily in various manufacturing operations. 

Freezing does not change the essential character of the product 
or the general plan of its marketing; it facilitates competitive mar- 
keting in different areas, all to the direct advantage of the farmer- 
producer. Its present exempt status as to transportation is a sub- 
stantial advantage in that marketing process. 

The Dairy Industry Committee earnestly urges Congress to make 
no change in the present exemption provisions as they apply to the 
transportation of milk, skimmed milk, buttermilk, or cream, liquid 
or frozen. 

Present provisions are working satisfactorily, they are essential 
to the marketing of these products as at present performed, and 
they work no hardship on any segment of the for-hire carrier 
industry. 

I am surprised, having sat through these hearings so far, to have 
heard so little reference to the dairy business. I hope that that 
would indicate an unconscious belief in the people who are talking 
about this subject that some of the things proposed are not workable 
when you are talking about the transportation of milk. 

The bill before you, which I address myself to particularly, has 
two objectionable features. First, insofar as it limits the exemption 
from the point of production to a point where such commodities 
first pass out of the actual possession and control of the producer. 

Second, insofar as it prohibits the exemption of frozen milk and 
frozen cream. Now, this milk procurement transportation, of course, 
is highly important to the dairy processing industry. It begins at 
the farm. 

It proceeds by various methods from the farm to the final milk 
market area or to processing plants receiving stations at intermediate 
points. That milk may pass out of the possession or control of the 
farmer producer either at the farm or at any one of several inter- 
mediate points before it gets to the milk marketing area. 

That marketing operation is still a highly competitive operation. 
Most of the milk still leaves the farm in the old fashioned 10-gallon 
ean in small trucks and small lots. The hauler is usually a farm 
resident, either hauling his own milk or in association with some of 
his neighbors. 

Its destination may be a fairly distant milk market area, for exam- 
ple, from northern Wisconsin to Chicago or it may be a comparatively 
nearby receiving point or processing plant. It usually incurs a second 
or third movement. 

The cost of this transportation, gentlemen, is borne by the farmer. 
That is true because of Government requirements in the milk market- 
ing orders and also it is true as a matter of practice. The transporta- 
tion is specialized. It is flexible and has to be from the character of 
the product in the point of time and place and plant supply. 

I emphasize that it is not competitive traffic. This is not traffic 
that has been diverted from any one in comparatively recent years. 
If the bill were passed it would in no way alleviate this so-called de- 
teriorating rail situation. 
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Milk transportation is not a part of that deteriorating rail situa- 
tion if in fact it exists to the extent to which it has been testified. 
The traflic is not traffic which for-hire carriers of any kind, rezulated 
carriers are capable of handling. 

I doubt very much that the traffic is what they are interested in 
handling, whether they be rail or motor. This possession and con- 
trol criterion set up in the bill would be one of the first things that 
would require court interpretation. Actually, most of the milk, when 
it leaves the farm passes out of the possession of the farmer at the 
farm. It goes toa carrier. 

The farmer may retain a right of possession but I doubt seriously 
that he retains possession under any conception of that term. If 
the term “control” carries its usual transportation connotations the 
farmer would have to route the shipment, pay the transportation 
charges on it, look to the carrier for the loss and damage recoveries. 

In practice he does not do that today. The receiver of the milk per- 
forms those duties. I emphasize that the farmers interest in this 
milk transportation regardless of the exact manner in which it is 
carried out does extend to the time that vaill gets to a manufacturing 
plant or to a final marketing area. 

There has been talk about the legislative history clear back to 1935 
but it happens that milk is one of the commodities that was used as 
an illustration at the time and when the changes were made in the 
bill the explanation was made that they were made to include the 
transportation of pasteurized milk. 

No milk is pasteurized on a farm. Obviously, that was intended 
to include the transportation of milk from some point after it had 
left the farms, a processing or receiving plant of some kind; not just 
a movement from the farm at which the milk was produced. 

The farmers’ interest and the processors’ interest is based on two 
things, service and cost, and I place service first because in the milk 
commodity the character of milk, I believe, service is the most im- 
portant. 

I recall to your mind Mr, Dearmont’s testimony yesterday that one 
of the reasons he advocated regulation was that 1t would mean in- 
creased rates. Certainly, regulation of milk transportation, as pro- 
posed here, would mean increased rates and, I submit, to the benefit of 
no one. 

I doubt that most of these milk haulers would attempt to comply 
with these regulatory practices. There are over 100,000 of them, farm 
men, operating 1 truck. They are not going to attempt to comply 
with the Interstate Commerce Commission regulations as to filing 
of rates and obtaining of operating authority. 

They are simply going to go out of business or else the law is going 
to be widely ignored in actual practice. 

The second exception which the dairy industry takes to this bill is 
that it prohibits the exemption of frozen foods. If that includes 
frozen milk and cream we doubt that it is applicable. Freezing here 
is not a manufacturing nor is it a processing. It is simply a method 
of retaining freshness over a period of time when the seasonal flush 
occurs in production until the time that milk or cream can be used 
largely for manufacturing purposes. The seasonal variations are 
wide. If the exemption to the frozen product were denied it would 
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seriously disrupt the marketing and processing situation as it exists 
today. 

Thank you, gentlemen. That completes my statement in the ab- 
sence of any questions. 

Mr. Rogers. Thank you. 

Do you have any questions, Mr. Harris? 

The Cuairman. I have no questions. 

Mr. Rogers. Mr. Hale? 

Mr. Hate. I have no questions. 

Mr. Rocers. Thank you very much, Mr. Ott, for your statement. 

Mr. Orr. Thank you. 

Mr. Rogers. Our next witness is Mr. Roy E. Parrish, Cotton Pro- 
ducers Association of Atlanta, Ga. 


STATEMENTS OF ROY E. PARRISH, DIRECTOR OF OPERATIONS, 
PEANUT DIVISION; AND C. W. PARIS, DIRECTOR OF OPERATIONS, 
PURCHASING DIVISION, COTTON PRODUCERS ASSOCIATION, AT- 
LANTA, GA. ‘ 


Mr. Parrisu. Mr. Chairman, my name is Roy E. Parrish, of Moul- 
trie, Ga., with the Cotton Producers Association with headquarters 
in Atlanta, Ga. 

I have my associate with me, Mr. C. W. Paris, who would like to 
make a short statement on poultry, and if I may have him, he can 
join me here and follow me. 

Mr. Rocers. He follows you on this list. 

Mr. Parrisu. Mr. Chairman, as I stated, I am associated with and 
director of operations of the peanut division of Cotton Producers 
Association, Atlanta, Ga. 

The Cotton Producers Association is a farmer-owned, farmer- 
controlled cooperative marketing and purchasing association. It is 
composed of approximately 150,000 farmers who reside in the States 
of Florida, Georgia, and Alabama. 

My testimony today is in opposition to any proposals such as House 
bill 5823 which will practically eliminate the transportation of agri- 
cultural products by carriers who are exempt from regulations of 
ICC. 

Cotton Producers Association markets raw shelled peanuts, raw 

baled cotton, pecans, and grain for its farmer members. 

I should like ¢ to discuss each of these commodities separately and 
my colleague, Mr. Paris, will discuss our poultry operations. 

The association operates 13 peanut shelling plants located princi- 
pally in Florida, Georgia, and Alabama, and 2 small shelling plants 
in Oklahoma. The operations of these plants consist of grading, 
storing, cleaning, shelling, sorting, packaging, selling, and delivering 
the raw shelled ‘peanuts to the manufacturers of peanut products. 
The users of these peanuts are widely scattered over the United 
States. Many of them are very small salters, roasters, peanut butter 
manufacturers, and candy manufacturers, w ho operate on very low 
inventories, and who demand from one to several truckloads of pea- 
nuts per week to arrive at their plants on a schedule that will permit 
them to carry on a continuous operation. Many of them do not, or 
cannot, buy their requirements very far in advance, but continue to 
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come into the market at various times throughout the year. The 
shellers who can give these buyers the best service, usually receive 
the business. Even in the case of some of the larger users, their in- 
ventories often get into such positions that their purchase of new 
supplies from the sheller is governed entirely by how quickly the pea- 
nuts can be delivered to their plants. 

These marketing conditions create a transportation situation which 
requires extreme flexibility, which we can obtain from the exempt 
carriers. It is impossible to drag the movement of these peanuts 
down to the regular schedules of the railroads, and the fixed routes of 
most of the regulated carriers. The exempt carriers give us another 
flexibility which we can utilize under no other means of transporta- 
tion; and that is, drop shipments at various points along the route to 
the final destination. 

Another important phase of transportation is the question of rates. 
There was a time when peanuts did not enjoy the classification of 
being exempt commodities, and during that period the freight rate on 
peanuts was much higher than it is now that they are in the exempt 
category. These savings in freight are of tremendous importance to 
the farmer members of our association, because any savings that can 
be effected in freight rates is passed back to the farmers whose prod- 
ucts we are marketing. 

As you know, farmers of the Southeast are the low income group 
of the Nation. During the last 10 years, prices for their produce 
have continued to decline, while their costs have steadily increased. 
When farmers can move their produce to market at a lower transpor- 
tation cost, and with improved service, it is certainly to their advan- 
tage to do so. The use of exempt carriers has been of material help 
in that direction. 

Just to illustrate the economic effect of this on the farmer members 
of our association I should like to point out that prior to the time that 
peanuts could move by exempt carriers, the freight rate from Grace- 
ville, Fla., for instance, to Chicago was $1.08 per hundred. If we add 
the freight increases since then, the current rate would be $1.19 per 
hundred. 

The exempt carriers are hauling peanuts between the same points 
for 92 cents per hundred, and at the same time giving us much better 
service. This is a savings of 27 cents per hundred in the movement 
of the farmers’ products. 

Similar savings are effected between other shipping points and 
destinations, but to give you some idea of the economic effect on the 
farmers we should like to tell you that during this fiscal year our 
association will have moved approximately 70.million pounds of 
peanuts between points of origin in the Southeast and destinations all 
over the United States. 

The freight differential illustrated above is very close to an average 
differential which we are saving in all shipments. If you apply that 
average to the tonnage expressed above, you will observe that the 
farmers in the Southeast area alone, through their one organization, 
have savings in the neighborhood of $189,000 per year in the handling 
of their peanuts. This sum of money is going back into the pockets 
of a on need money more desperately than any other economic 
group in the United States. 
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The association markets about 100,000 bales of cotton for its mem- | 
bers annually. This service consists of storing, grading, selling, and | 


shipping the cotton. Most of it goes to cotton mills in the Southeast. © 
The cotton is sorted into even running lots of the same grade and * 


staple which the mills require. . . ie 
In this operation, the exempt carriers perform a service which is th 
the reverse of drop one aoe It is difficult to get a truckload of 50 | 


bales of the same grade and staple at one warehouse, so it becomes ot 
necessary to concentrate small lots into one location, which is expen- at 
sive, or let the carrier pick up a complete load from several ware- f 
houses. This is an invaluable service. m 
Furthermore, the exempt carriers give great flexibility in picking up ~ 
the load and delivering it. Their speed and handling the shipments a 


reduces the time lag so that we save a great deal of interest on the 
money we have invested in the cotton. 


The truck rates are still some lower—about 25 cents per bale be- rr 
tween two typical points of origin and destination—than rail rates, + 
although rail rates have been reduced to become more nearly competi- ’ 
tive with the truck rates. Our annual freight savings at the present a 


time is in the neighborhood of $25,000. However, without the pres- 
sure of the truck competition the rail rates would undoubtedly go up 8 


with the general freight increases that have been granted and our - 
freight cost would have been much greater. . 

While the area in which the association serves its members is a 
relatively small grain-producing area, it none the less has marketed I 
for its members this year about 2,900,000 bushels, or 81,000 tons of b 
grain, principally corn and oats. These grains are moved through f 
cleaning plants into elevators and on to feed mills principally in bulk f 
shipments. The average freight savings between rail and truck rates 
is about $3.40 per ton. This difference resulted in a savings of $276,- 
100 which is now in the hands of farmers of our area which is a F 
considerable boon to the economy. 

Again, the flexibility and promptness of service is about as im- i 
portant as the savings. 

Pecans: This is a commodity which requires maximum flexibility : 
of movement, because very few buyers can, or will, buy a whole 30,- : 


000 pound truckload of shelled pecans at 1 time. Often a truckload 
will be delivered to 5 or 10 buyers in the same city. Sometimes the 
trucks have to stop in several cities to complete the unloading. In F 
other words, practically all deliveries are less-than-truckload lot or F 


t 

less-than-carload lot. t 
The rates from Waycross, Ga., to New York City by regulated a‘ 
carriers is $3.12 per hundred pounds, compared with a rate of $1.50 . 


per hundred by exempt carriers. The comparable rates to Minnea- 
polis, Minn., are $3.81 and $1.50. Using this as typical differences 1 
and applying them to the 4 million pounds of shelled pecans that 
we will ship this year, we find that our freight savings are in excess 


of $78,000. 

Ever since passage of the Motor Carrier Act the ICC has made ' 
more and more restrictive its interpretation of “exempt commodities” ) 
and “exempt carriers” so that on many occasions, shippers have had 
to resort to court action in order to get relief from some of those 


restrictions. We believe that the courts have rendered reasonable 
and logical determinations of what is an exempt commodity. 
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Some of the illogical decisions of the ICC leads us to believe that 
the only hope that we have to protect agriculture lies with the courts— 
which is a long and costly method—or the Congress. 

It is for this reason that we plead with you today to let stand the 
reasonable and fair determinations of exempt commodities which 
the courts have made, and that you take no action which would de- 
stroy the privilege of the farmer to get his products into the markets 
at the lowest possible cost consistent with good service. 

Our business is the supplying of raw shelled peanuts to the manu- 
facturers of peanut. butter, peanut candy, and salted peanuts. We do 
not make a manufactured product from peanuts excepting peanut 
oil. We are in the business of assembling these peanuts from our 
farmer members. 

Our plants are located in the peanut field and we warehouse the 
peanuts, preserve them and shell them and clean them and, although 
they come to the market in a relatively short period, deliver them 
throughout the year to these manufacturers. 

Mr. Chairman, I cannot see how the wording of this bill could 
result in a practical application. I can see that there might be a lot of 
gadgets, a lot of different devices that would possibly thought up by 
some of our smart operators which would make it awfully difficult 
of administration as I see it. 

Now, we think it was the intent of Congress originally that agri- 
cultural products be exempted while in their original or raw state. 
I cannot see how Congress intended that that be stopped if it had to 
be transported to a peanut butter manufacturer in Chicago for manu- 
facturer into peanut butter, talking about peanuts. As a matter of 
fact, he would hardly need an exemption for transporting his product 
to an assembly point because that would be in 95 percent of the cases 
oh an intrastate movement which is not subject to Federal regulation. 

As to peanuts, I would like to say that we have tried this both 
ways. We have been unregulated. The peanuts have been unregu- 
lated, then regulated, and now, of course, an unregulated commodity. 

Back in the days of the Monarch Egg case, I testified and opposed 
vigorously the Commission’s action in calling a raw shelled peanut a 
manufactured product which they did. As a matter of fact, I might 
state that the raw shelled peanut to which I have reference is the same 
peanut that the farmer plants in the field. They have to be pre- 
pared, shelled, and are planted in the same form that we supply them 
to our manufacturer customers so that I think the Commission ex- 
tended or twisted the meaning of the act to some extent and we have 
never agreed that the raw shelled peanut was a manufactured com- 
modity. 

We are using exempt truckers and we are using regulated truckers. 
We have shipped from our plants out of the current crop of peanuts 
a total of approximately 62 million pounds of raw shelled peanuts 
which went all over the Nation from coast to coast. 

Of that amount 23.3 percent went by rail, 65 percent went by 
regulated trucks, and 11.38 percent went by nonregulated trucks. 
When I say “regulated trucks,” I mean that those are the trucks 
which hauled the peanuts when they were a nonexempted commodity. 
They are still hauling the peanuts for us as an exempted commodity 
and giving us good service. The few nonregulated trucks that we 
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have used are principally those who belong to the customers who use 
our peanuts ti send their trucks to our plants for them. 

I wanted to get that in the record to show that we are still using 

the same trucks that we used when peanuts were a nonexempt com- 
modity. 
With our trucks on an exempt basis we have attained a greater 
degree of flexibility, a much greater degree because of the fact that 
we can fan these trucks out just as the poultry people have talked 
about all over the Nation. 

When we were operating peanuts as a nonexempt commodity we 
found that the Commission did not certificate every trucker that came 
along to haul peanuts. They would certificate this trucker to go this 
way and this one to go the other way and when we got ready to ship 
by truck we had to hunt for a trucker certificated to go the direction 
we wanted to go. 

You can see that the flexibility that has come into our operations 
has helped us by reason of the fact that we can dispatch a truck in 
any direction. Of course, flexibility is one thing. Rates are another 
thing. As a matter of fact, that has a very loud voice in this whole 
proceeding, the rates. 

We are enjoying today a rate which we think is based on the cost 
of performing the service. When I try to compare rail rates with 
truck rates I run right smack into the problem of how a rate is made. 

I have been in numerous hearings before the ICC on rates and I 
have heard numerous justifications and arguments on how to make 
a rail rate, but I have never yet learned how it is done. 

When we are dealing with an independent trucker or a regulated 
trucker negotiating for a rate it is based on the cost of performing 
the service and we have to assume that they are enjoying the business 
because they are certainly seeking it right along. 

When the exempt carriers are hauling peanuts today from Grace- 
ville, Fla., which is our biggest shipping point, to Chicago, I11., which 
is our biggest consumption point, for 92 cents a hundred, the rail rate 
today is $1.19 a hundred, a difference of 27 cents per hundred pounds. 

We have reason to believe that the trucks are making money. We 
do not know how that rate of $1.19 was made except that it kept pyra- 
miding with automatic increases and so forth until it has gotten out 
of bounds. 

We will ship more than 70 million pounds of peanuts this season. 
You can well see that this could amount to as high as $180,000 or 
$190,000 in additional transportation costs if we were forced to pay 
the rail rate today. 

The regulated trucks, truckers who are regulated got together in 
December last and formulated a tariff of their own, 98 cents a hundred 
for this same haul and they have made a rate of 92 cents where they 
can get a volume of business. So it is a matter of negotiation for the 
rate. It is a very important thing to us, particularly when we have 
1 plant in Chicago that has used as high as 7 truckloads daily arriv- 
ing at their doors from our 1 plant in Florida. That is probably 
the biggest individual movement that we have. 

If our trucks fail to arrive there that peanut butter plant would 
be shut down so that it is quite a fast movement. The peanuts reach 
Chicago in a very fresh state, suitable for manufacture. 
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As I say, we have tried this thing both ways. Our railroad friends 
have a given us pretty good service but I cannot say that that 
service will come anywhere near equaling the service we are getting 
now. They are good truckers. They are the same truckers who are 
certificated by the ICC to haul other commodities and I think we are 
getting along fine with them. 

As to cotton, our association markets about 100,000 bales of cotton 
for its members. This service consists of storing, grading, selling, 
and shipping the cotton. Most of it goes to cotton mills right in the 
southeast. 

As I understood from the gentleman from the American Trucking 
Association, they really do not want the cotton in the regulated class 
but we are getting a rate today on cotton by using nonexempt truckers 
vat is about 25°cents a bale on the average haul cheaper than the 
rail rate. 

As to grain, we handle about 2,900,000 busheis of grain, about 81,000 
tons annually, and we figure that we are saving presently around 
$3.40 a ton on the grain. That grain does not move long distances 
but it is an interstate movement in most cases. 

We sample it at the farm point, take it to the elevator points, 
recondition it, grade it, of course, and ship it to the feed mills. 

As to pecans, this is a commodity which kind of borders on poultry. 
It requires a great deal of flexibility because nobody will buy a carload 
of shelled pecans. That is a pretty high-priced item and often a 
truckload will be delivered split up among 5 or 10 buyers in a single 
city and our plant at Waycross, Ga., is presently shipping pecans 
all over the Nation. 

I want to illustrate here the point I mentioned a while ago as to 
how rates are made. The rail rate on pecans from our plant at Way- 
cross, Ga., today to New York City is $3.12 per hundred pounds for 
shelled pecans. We are paying $1.50 to the exempt carriers and they 
are making money on the haul. The rail rate to Minneapolis, Minn., 
is $3.81. The exempt carriers have made us a rate of $1.50 to Min- 
nesota, so that with our volume of pecans around 4 million pounds 
of shelled pecans annually, this amounts to about $78,000 annually 
to us. 

That is our picture and I would like to close by saying that I have 
heard so much about how much interest the farmer has in this question. 
Of course, we being a cooperative, pass all of our profits back to our 
procencs and in our case I know the farmer gets the benefit. I cannot 

elp but believe he gets the benefit in all cases for the simple reason 
that I have spent 36 years right down in Georgia marketing farm 
products. 

I was in the fruit and vegetable business. I have been in the 
watermelon business and the peanut business. If the auction market 
this morning in New York City on peaches is $5 a basket, that will de- 
termine what the peachgrower in Georgia will receive for his peaches. 
Let no one delude themselves. Ifthe auction market on watermelons in 
Chicago Monday morning is $800 a car, that will determine what 
will be paid for watermelons in Georgia Monday afternoon and in 
every instance the cost of delivery, no matter who pays it, is a 
factor that must come off of that delivered price before the farmer 
gets his share. 

I cannot subscribe to the theory that the farmer has no interest. 
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Thank you, sir. 
Do you have fpennons ? 
Mr. Rogers. ‘Thank you, Mr. Parrish. 


Do you have any questions, Mr. Hale? 
Mr. Hare. Yes; I want to comment on one thing. 
You say in the last page of your statement : 


the ICC has made more and more restrictive its interpretation of “exempt com- 
modities” and “exempt carriers.” 

As a matter of fact, the United States Supreme Court has been 
making them less and less restrictive; has it not? 

Mr. Parrisu. Yes, sir. That is the reason the Court did it, because 
the Commission went far beyond the realm of reason in its interpre- 
tation. That is practically what the Court said. 

In other words, when it said a chicken is still a chicken, the Court 
stated, sir, that they failed to see where any change of identity had 
taken place when you merely flipped the shell off a peanut. 

In the case of peanuts, I would like to point out to show you the 
Commission’s decision, sir, that they said if you leave the shell on 
the peanuts, it is exempt. If you take it off it is not exempt. That 
was the interpretation of the Commission. 

Mr. Rogers. Thank you, Mr. Parrish. 

You may identify yourself, Mr. Paris, and proceed. 

Mr. Parts. My name is C. W. Paris. My statement is short and 
I will read it because I think I can get the facts across quicker that 
way. 

Mr. Rogers. You may proceed. 

Mr. Paris. Mr. Chairman and members of the committee, my name 
is C. W. Paris. I am director of the purchasing and poultry divi- 
sions of the Cotton Producers Association, an organization which, in 
addition to other activities, processes and markets broilers for several 
thousand broiler producer members located in Georgia, Alabama, and 
Tennessee. I appear here today in their behalf, in opposition to 
House bill 5823. 

Because of the inadequacy of existing facilities for marketing broil- 
ers produced by Cotton Producers Association’s members in the area, 
6 years ago the association acquired a broiler processing plant in 
north Georgia and later it built a plant in north Alabama. These two 
plants have a capacity for slaughtering, eviscerating, and packing in 
ice for shipment, 500,000 broilers per week. On a processed weight 
basis this is over a million pounds or 50 refrigerated truckloads. 

Poultry, particularly ice-packed poultry, in which condition about 
90 percent of our production is shipped, is a highly perishable com- 
modity. Poultry packed 1 day must be loaded that day and started 
toward markets throughout the United States—Chicago, Los Angeles, 
Detroit, Miami, et cetera, so as to arrive in 48 hours or less, thus 
preserving the good quality of the product for the ultimate consumer. 
Marketing under these conditions requires a flexibility of transpor- 
tation that is not possible with carriers subject to ICC regulations. 

There are occasions when the destination of a proposed shipment 
must be changed within an hour or two of loading time; others when 
it becomes necessary to divert shipments in transit and to make stop- 
overs for partial unloading en route. Because of personalized and 
individual handling exempt carriers have provided us with the speedy 
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and efficient service required by the nature of the product which we 
are marketing. In our opinion, regulated carriers cannot duplicate 
this service. 

In addition to providing more adequate service, exempt carriers, 
by lower transportation charges, have saved broiler producers many 
millions of dollars since the Supreme Court ruled that dressed and 
frozen poultry are agricultural products entitled to exemption from 
ICC regulations. 

In the case of our association a typical freight saving as compared 
with the amount paid in 1952 to 1CC-regulated carriers is 65 cents 
per hundredweight. This typical saving, multiplied by pounds of 
poultry marketed during a year, results in approximately $338,000 
of savings which flow back, along with other marketing savings, to 
the broiler producer members of our association. This transporta- 
tion saving alone amounts to about $15 per thousand broilers, which 
added to the $60, or slightly less, which was the average net income 
of broiler producers last year, made $75 per thousand net income for 
an increase of 25 percent. 

There you can see an exact case where the farmer has benefited to 
the extent of increasing his income 25 percent. 

Transportation savings like this have no doubt contributed greatly 
in enabling broiler growers to solve their own problems without ask- 
ing for or receiving any Government assistance or subsidy. Our 
broiler grower members want to continue to try and solve their own 
problems, but they do not feel that they should be forced to use 
regulated carriers when exempt carriers can do the job for them 
cheaper and more efficiently. 

There are those who would have one believe that all exempt car- 
riers, sometimes referred to as gypsy carriers, are a class of rogues 
and irresponsible people. We should like to state as strongly as 
we know how that this isn’t true, that our experience, extending 
back over a period of twenty-odd years, in hauling agricultural com- 
modities by exempt carriers has been extremely good. In no single 
instance have we ever lost goods by theft or defalcation. Of course, 
we exercise care in selection of carriers. We require that they have 
adequate insurance and that they keep their equipment in good me- 
chanical condition. Furthermore, we encourage them to observe all 
safety regulations, with the result that we have had only isolated 
cases of accidents. 

We have never driven rates below a compensatory level, so the 
exempt carriers serving us are making money, maintaining their 
equipment, and replacing it when necessary. Practically all of these 
exempt carriers are small, honest, hard-working American citizens 
trying to build a business for themselves. This has been possible as 
two of the largest trucklines now operating in the Southeast were 
started by men with only one truck which they drove themselves, 
hauling exempt commodities. 

I would like to emphasize that based on our experience in market- 
ing poultry, the shipper, the distributor in the consuming markets, 
the ultimate consumer, the broiler grower, and even the exempt car- 
rier can all be best served by maintaining fresh and frozen poultry 
as exempt from ICC regulations. We feel that removing the exemp- 
tion. would be a severe blow to the industry and to thousands of poultry 
farmers all over the Nation. 
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If transportation rates get too high it may become necessary for 
Cotton Producers Association to purchase its own fleet of trucks, and 
operate them. However, we would like to say that we certainly do 
not want to get into the transportation business, unless we are driven 
into it to protect our farmer members from exorbitant freight rates, 

Mr. Rogers. Thank you, Mr. Paris. 

Do you have any questions, Mr. Harris? 

Chairman Harris. I have no questions. 

Mr. Rogers. Mr. Hale? 

Mr. Hatz. I have one question. 

You say that your broiler growers do not feel they should be forced 
to use regulated carriers when exempt carriers can do the job for 
them cheaper and more effectively? Why should anybody be re- 
quired to use regulated carriers / 

Mr. Parts. Well, our interpretation of the bill is that the poultry 
moving from a poultry processing plant would have to be moved by 
regulated carriers. 

Mr. Hare. The whole idea of regulating carriers at all is to do so 
in the interest of the public and the public safety ; is it not ? 

Mr. Paris. I think so. 

Mr. Hate. It seems to me that if you apply your logic there should 
not be any regulation of carriers at all because regulation of carriers 
makes the carriers operate at greater expense. 

Mr. Paris. Well, we think in the case of poultry, as we tried to 
point out, that every segment, the shipper, the distributor, and the 
consumer and the carrier can handle this situation better with the 
privileges of exempt hauling. 

Mr. Hate. I do not doubt that it is cheaper. 

That is all, Mr. Chairman. 

Mr. Rocers. Thank you very much, Mr. Paris. 

Our next witness is Mr. Ewald Woiski, of the Consolidated Truck 
Service, Inc., of Weehawken, N. J. 


STATEMENT OF EWALD WOISKI, PRESIDENT, CONSOLIDATED 
TRUCK SERVICE, INC., WEEHAWKEN, N. J. 


Mr. Worsxt. Mr. Chairman and members of the subcommittee, my 
name is Ewald Woiski and I am president of the Consolidated Truck 
Service, Inc., of Weehawken, N. J. My company is engaged in the 
carriage of exempt foodstuffs. 

I have asked permission to appear before you today so that I might 
speak of my experiences in the trucking business and give you the 
reasons why I am opposed to H. R. 5823 and similar legislation. I 
might state that my opposition is threefold. 

First, I oppose it as an individual whose livelihood is made in the 
trucking business and this legislation, if passed, would put thousands 
of independent truckers including myself out of business. 

Second, I oppose this bill as a consumer and as the head of a fam- 
ily. In this respect, gentlemen, I think we have a common interest 
and I can speak for all of us for we are all aware of the high cost of 
living and the high cost of foodstuffs. It is my opinion that if H. R. 
5823 becomes law, the already high cost of foodstuffs will be increased 
even more by increased freight costs which in turn will be charged to 
the consumer. 
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Third, as a taxpayer I oppose this bill. By doing away with the 
agricultural exemption (which is the substantive effect of this bill), 
food prices will rise and farm markets will be depressed, This can 
only mean a greater diversion of tax moneys for farm subsidies. Un- 
employment resulting from thousands of truckers thrown out of work 
must also by necessity increase the tax burden of others. 

With your permission, I should like to discuss these three points 
from the standpoint of the independent trucker engaged in hauling 
agricultural products. I do not profess to be an expert on general 
economics, but I am quite familiar with the trucking industry and 
I feel qualified to present these views. 

The independent trucker engaged in the carriage of exempt prod- 
ucts is in an extremely competitive business. He works on a most nar- 
row margin. The difference of a penny or two in the rate he charges 
‘an mean the difference between profit or loss. He provides a most 
needed service to the producer and to the consumer in that his opera- 
tion is exceedingly flexible (not restricted as to area or route) and 
time saving. His rates, which are competitive and low, are immedi- 
ately ascertainable. He can load, be on his way, and unload twice as 
fast as comparable rail transportation. 

Let me give you a few instances. In preparing for this hearing I 
took the occasion to call for a railroad rate on an item of produce. 
[I called at 10 o'clock in the morning and it was not until six hours 
later that I was able to ascertain the rate. Just imagine the effect 
of this delay on producers and shippers of perishable and seasonal 
products. 

This is not the only cause of delay. It is not unusual for a trucker 
to waste the better part of a day either waiting for a rail car to be 
spotted or waiting to find out the location of a particular car. 

Railroads cannot and do not provide the flexible services that truck- 
ers can provide and this deficiency is all the more apparent in the 
shipment of seasonal, perishable, and other foodstuffs. ‘Today’s mar- 
kets and producers cannot make do with services geared to an 1859 
economy ; they demand and need 1958 services and efficiency, and we 
an and do supply that demand. 

I might say at this point that despite the flexible and personalized 
services that we render, our rates are substantially lower than rail 
rates as I will illustrate in just a few moments. In turn, rail rates 
are substantially lower than the rates of regulated truckers, and let 
me point out two facts that are oftentimes overlooked : 

1. There is nothing that prevents a regulated carrier from carry- 
ing exempt products at competitive rates. 

2. Despite the fact that we operate under the agricultural exemp- 
tion, we adhere rigidly to all requirements of the Interstate Com- 
merce Commission relative to safety, hours of service, insurance, and 
the like. 

With this introduction, let me now illustrate what the passage of 
this bill would mean in terms of dollars and cents. 

A farmer in south Jersey (as an illustration) after harvesting his 
potatoes on the field, can take them to a packinghouse by his own 
means. After they are at the packinghouse and no longer under his 
control (if this bill is passed), they would necessarily have to be 
shipped by an ICC regulated trucker whose rates are being published 
and controlled by the ICC. 
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Heretofore, the farmer or the packinghouse could give these po- 
tatoes for shipment to anyone offering the lowest rates; and hereto- 
fore, the price of potatoes could be kept low due to competitive bid- 
ding. If the potatoes had to be shipped by an ICC regulated trucker, 
however, the rate would be increased approximately three times the 
present rate. Of course, it is readily understood that the ultimate 
consumer would have to pay for this higher freight rate in the form 
of “hidden costs.” This same illustration holds true for oranges from 
Florida, onions from New York, and numerous other agricultural 
commodities, all of which at the present time are being shipped on a 
competitive basis. 

If this bill is passed and becomes law, at least 10,000 in- 
dependent truckers would be out of business, the farmers would be 
adversely affected, and more important, prices would necessarily in- 
crease on most staple foodstuffs all over the Nation. 

As an example, my company’s rate on potatoes from Riverhead, 
Long Island, N. Y., to Pittsburgh, Pa., is 50 cents per hundredweight, 
whereas the regulated trucker’s rate is $1.28 per hundredweight (pub- 
lished rates). From Riverhead, Long Island, N. Y., to Philadelphia 
my company’s rate is 30 cents per hundredweight as compared with 
85 cents per hundredweight, the published rate of regulated carriers, 

Two more illustrations of these rate differentials may interest you, 
and here I am comparing rail rates with our rates : 

The date on apples from Red Hook, N. Y., to Chicago by rail 
is $1.24 per hundredweight with a minimum of 24,000 pounds. Our 
rate is 90 cents per hundredweight (or 34 cents cheaper). To Cleve- 
land, the rate by rail is 99 cents. Our rate is 70 cents. To Miami 
the rate by rail is $1.79 per hundredweight. Our rate is $1.25. 

Taking another commodity: The rate on onions by rail to Chicago 
is $1.54 per hundredweight with a minimum of 20,000 pounds. Our 
rate is $1 (or 54 cents per hundredweight less). To Cleveland, the 
rate by rail of onions is $1.22 per hundredweight. Our rate is 90 
cents. 

At this time I want to mention a food product which, I think we 
will all agree, is found in every household and the cost of which is 
an important factor in every household budget. I refer to coffee. 

The Pan-American Coffee Bureau of 120 Wall Street, N. Y., has 
supplied me with the following salient facts about the importance of 
coffee in our economy and the place that it has in our diet. 

_ Green coffee is the biggest single import of the United States which consumes 
130 billion cups of coffee annually—2.82 cups per day, on the average, for every 
person 10 years of age and over. 

Predominantly the Nation’s favorite beverage, coffee is served in 96 percent 
of United States homes and in virtually all of the 500,000 eating places, at 
mealtime and in between. The coffee break is now enjoyed by 71 percent of 
the workers in United States factories and offices, by uncounted millions of 
farmers and housewives. 

Coffee is also the basis of a big business in the United States. There are 
some 1,200 companies engaged in roasting and packing coffee for United States 
homes and restaurants. Retail sales of packaged coffee in food stores last 
year amounted to $1.6 billion. More than 2 billion containers of all kinds— 
cans, bags, and jars, are required by the coffee industry each year. 

Equally significant is the fact that producing exports for the Latin American 
ecoffee-growing countries gives full-time, direct employment to a United States 
work force equal in size to the working populations of such cities as Atlanta 
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or Seattle. Well over 1,000 United States communities share in this produc- 
tion and in the resulting payrolls of $1.7 billion annually. 


Coffee is carried today as an exempt commodity. The Interstate 
Commerce Commission in its determination of February 11, 1958 
(No. MC-C-968 modifying 52 MC-C-511) held green coffee to e 
an agricultural commodity and hence exempt. Our rates on the ca 
riage of green coffee as compared with the railroads are as follows 
(all rates are quoted on the basis of 30,000 pounds and do not include 
the additional 2 cents charge just imposed by the pier loaders in the 


New York area) : 


New York to Cleveland : 
Our rate 
Railroad rate 
New York to Chicago: 
Our rate 
Railroad rate 
New York to Miami: 
Our rate ) 
Railroad rate . 58 
New York to Jacksonville: 


Per hundred- 


. 00 
. 31 

Again I “e mention that the rail rates set forth above are sub- 
stantially lower than the regulated trucking rates, and our rates, as 
you can see, are substantially lower than the rail rates. 

It has been my experience that a good part of each increase in 
freight rate or charge ultimately gets passed on to the consumer in 
the form of hidden costs. An instance of such a hidden cost and its 
effect on freight took place just last week. On April 14, 1958, and 
effective that same date, the pier loaders in the New York area raised 
their rates in excess of 50 percent for the loading of many of the 
commodities which we carry. 

The truckers in all cases have been obliged to pass on to their cus- 
tomers the better part of this increased tariff. 1 don’t think any of 
us will be surprised when the cost of the particular product inereases 
to reflect this additional charge. 

This is just another example of why the cost of living has been on 
the rise. Passage of H. R. 5823 would have the exact same effect of 
imposing additional hidden costs on consumers. I might note here 
that some months ago I read of an investigation being conducted by a 
subcommittee of the House Committee on Agriculture. As I recall 
the investigation was concerned with costs (hidden and otherwise) 
of foodstuff commodities and related matters thereto. 

If our Congress and our people are concerned with this issue it 
would hardly seem reasonable to add to this problem by favoring 
legislation, the effect of which would only be to aggravate an already 
grave situation—the commodities for which every housewife shops 
every day in the week. 

By increasing the price of these products, not only will the consumer 
be hurt, but the market for these products must of necessity be de- 
pressed. ‘With a depressed farm market, with increased consumer 
resistance, and with complete regulation of heretofore exempt prod- 
ucts, the independent trucker, the people he employs, their dependents 
and their contribution to our economy are doomed. 


26170—58——-22 
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Congress has seen fit in its wisdom to provide for an exemption for 
agricultural commodities, presumably having taken into consideration 
the very factors I have mentioned today. 

If the exemption is withdrawn there cannot help but be an adverse 
effect on our economy to the benefits of the regulated interests. 

I have heretofore spoken of increased prices to the consumer and 
of the adverse effect of H. R. 5823 on the farmer, who even today looks 
to Washington for price subsidies. What of the trucker? He asks 
for no special favors and no special protection or consideration. He 
wants to provide efficient, competent, flexible, and cheap services to 
the commodity and to the producer and in so doing, to provide his 
family with a suitable livelihood. He wants to perform these fune- 
tions in a healthy, thriving, competitive society—the type of economic 
society upon which our country grew strong and upon which our whole 
philosophy has been based. 

If he cannot meet legitimate competition, the independent trucker 
will be the first to admit his failure and leave the field of transpor- 
tation to those who can survive economically. If, however, the thou- 
sands of independent truckers who carry agricultural products are 
to be made subject to legislation of the character of H, R. 5823, which 
effectively destroys the exemption, the regulated truckers and rail- 
roads will have succeeded in taking over the only truly competitive 
segment of the transportation field, a victory otherwise denied to them 
by normal competitive standards. 

We ask only that we be afforded the opportunity to continue carry- 
ing those products which Congress has indicated should be carried 
free from rate regulations. 

We ask only that we be permitted to carry those products at the 
cheapest possible rate. 

We ask only that we be permitted to afford flexible, reasonable, 
efficient service to the producer and the community (comparable serv- 
ices not being available by the regulated carriers). 

We ask only that we be permitted to stay in business and not be 
forced by Government fiat to join the already swollen unemployment 
ranks, 

We feel that these requests are reasonable and can best be granted by 
denying favorable consideration to H. R. 5823 or any similar bill. 

The agricultural exemption (sec. 203 (b) (6) of the Interstate 
Commerce Act) has been the law of our land for some years, and it 
has and serves a most useful purpose. For myself and on behalf of the 
tens of thousands of independent truckers with allied interests (be 
they competitors or associates), we ask that no change be made which 
would in any way restrict or curtail the exemption provision of the 
act. 

We depend upon you as our Representatives in Congress, with the 
good and interest of our entire country at heart, to help us achieve 
these ends. 

Mr. Rogers. Thank you, Mr. Woiski. 

Our next witness is Mr. H. O. Mathews, general manager of the 
transportation and distribution division of Armour & Co. 
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STATEMENT OF HARRY 0. MATHEWS, GENERAL MANAGER OF 
TRANSPORTATION, ARMOUR & CO., CHICAGO, ILL. 


Mr. Maruews. My name is Harry Mathews. I am general manager 
of transportation and distribution for Armour & Co. Armour is very 
strongly opposed to H. R. 5823 which would limit the exempt haul- 
age of livestock to the point where the commodity first passes out of 
the control of the producer. The passage of this bill would be a body 
blow to the livestock and packing industries. 

I might point out that Armour is not a wide-open exponent of ex- 
empt transportation. In the East Texas case it was proposed to have 
meat declared an exempt commodity. Armour went into that case 
and strenuously opposed such exempt status for meat. 

The transportation of livestock is a different matter. It is abso- 
lutely essential that a packer buying livestock have available truckers 
who move the livestock from any point of purchase to any point of 
destination at a moment’s notice. 

It is an economic necessity that animals be slaughtered as soon as 
possible after purchase. Not only is feeding them expensive and un- 
productive, but there is a considerable shrink in weight if delay is 
encountered. 

The movements are not confined to any set pattern. The situation 
is the same whether the animals are purchased on a terminal market, 
or whether they are purchased in the country. I will illustrate with 
the situation at the Armour hog-buying yards in Iowa and southern 
Minnesota. 

There are 27 of these yards, which supply hogs consistently for 7 
large packing plants in the Middle West. On occasions, however, it 
is necessary to move hogs from one or more of these yards to Armour 
plants in other sections of the country. 

The receipts at an individual yard fluctuate widely from day to day 
both in numbers and character of the hogs, and it is necessary to be 
able to ship those hogs to the plant which needs hogs of the particular 
character received during the day. 

Frequently it is 3 o’clock in the afternoon before it is ascertained 
to which plant the hogs are going. It is essential in the case of the 
nearby plants that they be received in time for slaughter on the fol- 
lowing morning. 

Oftentimes the purchase of animals when presented by a farmer de- 
pends on Armour’s ability to get these animals to a ene plant 
at a particular time. If transportation is not available, the animals 
will not be purchased. ; 

The constant change in the pattern in the movement of livestock is 
almost inconceivable to one not familiar with the livestock and pack- 
ing industries. A completely elastic system of transportation Is es- 
sential if the livestock and packing industries are to continue to 
function. It is necessary to have available carriers who can go any- 
where at any time without asking permission from anyone. 

The seniken motor common carriers are totally unsuited for trans- 
portation of this nature. All of them are severely restricted as to 

int of pickup and delivery and most of them are subject to fol- 
owing certain regulated routes which may cause considerable delay 
because of circuity. 
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The situation of the railroads is different. They can reach al] 
destinations from all origins, but the time element prohibits rail 
transportation on numerous movements. Rail movement is nor- 
mally slower and railroads, unlike trucks, have to operate on 
schedules. 

Armour is inclined to prefer rail movement of livestock where 
feasible. Ordinarily, however, such movement is only practical in 
cases of long hauls, or in cases of short hauls where scheduling per- 
mits overnight movement so that the animals will be available for 
slaughter at the receiving plant the following morning. 

The movement of livestock today is performed, and can only be 
properly performed, by locally based truckers. It is absolutely es- 
sential that there be at least several local truckers of this nature 
who can move livestock into any place in the United States upon 
request. 

Today that situation exists and those haulers are, with very rare 
exceptions, good businessmen who conduct their operations at a profit. 
Ninety-five percent of our trucking is done with haulers with whom 
we have done business for years, thus demonstrating the compensa- 
tory nature of the rates charged. 

If the hauling of livestock were regulated, it would be absolutely 
essential that all of these haulers, including any new haulers who 
might want to come into the field, be given authority to transport 
livestock to all destinations. Such service must be available not 
only to Armour, but to all other packers if the producers are to have 
a suitable market for their livestock. 

Our experience in the obtaining of authority for truckers for 
the haulage of product in interstate commerce, is illustrative of the 
delays that would be encountered. Although Congress, years ago, 
decreed that all meat sold in interstate commerce must be slaughtered 
and processed under Federal inspection, it took years to convince 
the Interstate Commerce Commission that a packer was not acting 
arbitrarily in refusing to ship fresh meat by a combination of truck- 
lines, each of which moved the meat from one trailer to another at 
an unrefrigerated dock with personnel ignorant of the fundamentals 
of proper handling. 

Kiven today, we see expressions in Commission cases that. a shipper 
is not entitled to single-line service to all destinations. Armour 
spent $5,000 in attorneys’ fees and more in costs, and it took 3 years 
to obtain authority for a motor carrier to transport its meat from 
several of its Midwestern plants to California. This was in addition 
to the expenditures and effort of the carrier itself. , 

It is useless to try to anticipate need for a service. Despite specific 
statutory authority, the Commission refused to recognize prospective 
need. When it became apparent that a change was occurring in the 
method of marketing unfinished shortening to the bakery trade, 
Armour supported an application of a tank trucker for widespread 
authority. 

Six months after the application was filed a hearing was had and 
considerable testimony put in of the change of business practices that 
necessitated such authority. Much, but not all, of the testimony at 
that time was of necessity confined to a future need. 

One year after the hearing a report was issued recommending 
that the authority be granted. A year later the Commission re- 
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versed the examiner and denied the authority on the grounds that a 

resent need for service was not shown. It was immaterial that the 
need, although future at the time of the hearing, was present at the 
time of the decision. In spite of this background, Armour, as pre- 
viously stated, opposed the effort to make meat an exempt commodity. 

A similar situation would be intolerable in the case of livestock. 
Under the philosophy of the Commission, it is unthinkable to grant 
authority in the broad terms needed for the effective distribution 
of livestock. 

H. R. 5823: does not even propose grandfather rights for existing 
truckers. Such an addition would not cure the evil. Grandfather 
rights are only good to obtain rights for moves previously made. A 
trucker may have hauled from point X to 50 destinations. 

He would obtain rights for those 50 specific moves, but not to new 
destinations that might become necessary, or from point Y 10 miles 
from X, if the buying points were changed. 

Moreover, most of the livestock haulers are individuals and, as 
they pass out of the picture, it is essential that others be able to take 
their pee based on the ability to operate properly, and not on the 
availability of substantial funds required to obtain permission to go 
into business. 

Livestock trucking is not, and cannot be performed as a part of 
other motor carriage. It is a speciality and one performed best by 
the small operator. 

We also have certain technical objections to H. R. 5823. We are 
far from certain whether the movement would be exempt after a 
feeder has purchased the animals from the original producer thereof. 

There is one circumstance where quite clearly, the proposal would 
interfere with proper movement of livestock to and from feeders. 
Take a plant like the Armour plant at West Fargo, N. Dak. This 
plant is located near the Minnesota line. 

Armour buys at its own yards. Frequently a farmer presents a lot, 
some of which require further feeding. It is necessary to purchase all 
of the animals presented by the farmer. It is customary to sort out 
the animals that require further feeding and sell them to some feeder 
who may take them to his farm in Minnesota, possibly to be fed along 
with animals raised by him. 

Under the proposed bill, the transportation by that feeder of the 
animals to his farm would not be exempt, and the inclusion of these 
animals, when fat, with other animals raised by the feeder, when the 
animals are returned to the packing plant, would make the entire 
load nonexempt for the reason that the exemption only applies if all 
contents of the truck are exempt. 

By pointing out the extent to which the language goes, we do not 
wish to infer in any manner that the bill would be acceptable if the 
language were changed to permit a feeder to move livestock as an 
exempt commodity in all instances. Armour is unalterably opposed 
to any change in the present provisions of the act, insofar as they 
relate to livestock. 

I would like to point out that Armour & Co. is not a wide open 
exponent of exemption transportation. In the case that has been 
previously mentioned in Texas, we appeared asking that poultry be 
maintained exempt and that meat should be maintained regulated 
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and the case had in it as one of the desires to exempt meat if poultry 
was exempt. 

The livestock transportation is entirely different and we have an 
example or two that I just wanted to explain briefly. In Iowa and 
southern Minnesota, we have some 27 buying stations for hogs. 

Those hogs are shipped to our large plants and small plants as 
well and cannot be shipped to the same place every day because of the 
receipts varying so greatly at one that you must use the other as a 
source, 

Consequently, regulated carriage could not possibly take care of de- 
livery of those hogs over and beyond that regulated carriage now used. 
We use extensively rail transportation for movement of live hogs 
and live cattle for long distances. 

The use of the exempt livestock hauler is for the purpose of making 
a fast move of the livestock to the slaughtering point as fast as pos- 
sible and to be able to go in any direction necessary at any time to 
fulfill the requirements of our kill the next day at a given plant. 

We feel that we could reach the situation whereby the supply of 
hogs for a plant such as Omaha would be twice what is needed if you 
had to move regulated and at Kansas City it would be one-half or 
one-third of what is needed because of the fluctuation of receipts. 

Therefore, we must take the stand that livestock must continue to 
move freely exempt as it does today. 

Another very important. item in connection with that as we inter- 
pret the bill is the feeder, the cattle that is bought as feeders. An 
example is at our Fargo, N. Dak., plant. It is a small plant, our own 
yard, and we have to buy everything that is there. 

If we do not, the farmer will figure out some way to ship his whole 
herd somewhere else. Consequently, we get feeders or livestock that 
is not suitable to kill and, therefore, must be fed. We sell those feed- 
ers to perhaps a farmer or grower in Minnesota. 

Consequently, in that move the title passes to the grower at our 
point and must move regulated if the bill were enacted. He then 
must put those feeders with other feeders which he has grown him- 
self and the entire herd must eventually be moved nonexempt because 
you cannot take an exempt item with a nonexempt item in a load. 
We think that would work very much against not only us but the other 
packers. 

Incidentally, I think there will be statements filed by other packers 
and livestock growers who could not appear at this hearing. They 
have told me they will do so. They will be along the same line. 
Furthermore, as has been brought out, it is very difficult to get au- 
thority for carriers, certainly quite difficult and almost impossible on 
short notice and consequently in the matter of regulating, even though 
the carriers that now haul the livestock be given so-called grand- 
father rights to get a new origin or new destination into their au- 
thority would be quite difficult. 

The bill, of course, does not now propose the grandfather rights, 
but as I just pointed out, we do not think that that would cure the 
evil. 

There was one other thing that I would like to add that is not in 
the statement in more or less answer to one of the questions you have 


proposed, Congressman. That is about the railroads being allowed 
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to perform similar services. In the frozen poultry business in, which 
we are actively engaged, the railroads have met the exempt carrier 
rates in one instance, although the first thing that happened to the 
rates was, of course, that suspension was requested and granted; 
through the efforts of some of your colleagues the suspension was 
lifted so that it could be used last year and they were quite successful 
in getting a substantial amount of the business moving out of Utah 
into the East. 

Those same actions could be taken to other big production points 
such as Texas for frozen poultry in season, but there was some argu- 
ment within the industry that kept those rates from getting estab- 
lished. 

I refer to divisions which is a subject that is beyond my realm of 
solving certainly, but that prevented them from taking the action 
tht they could take under the present scheme of things and conse- 
- quently, go into the business and meet the competition if they so 
desired. 

I think that is all I have to say. 

Mr. Rogers, Thank you, sir. 

Do you have any questions, Mr. Harris? 

The CHamRMAN, I have no questions, 

Mr. Rogers. Mr. Hale? 

Mr, Hate. I have no questions. 

Mr. Roecers. Thank you, sir. 

Mr. Maruews. Thank you very much. 

Mr. Rocers. I believe our next witness is Mr. Lee Womack, Agri- 
cultural Motor Carriers Association, Springdale, Ark. 


Is Mr. Womack here ? 


STATEMENT OF LEE WOMACK, SECRETARY, NATIONAL AGRICUL- 
TURAL MOTOR CARRIERS ASSOCIATION, SPRINGDALE, ARK. 


Mr. Womack. Mr. Chairman and gentlemen of the committee: I 
am most appreciative of this opportunity to appear before you. My 
name is Lee Womack and Iam from Springdale, Ark. 

I am secretary for, and representing the National Agricultural 
Motor Carriers Association. This association was organized as a 
nonprofit corporation under the laws of the State of Arkansas. 

The association has in excess of 200 members, who, in turn, own 
and operate approximately 4,000 heavy trucks engaged in the trans- 
portation of exempted commodities. The members of this association 
are not only from the State of Arkansas, but are from the States of 
Missouri, Oklahoma, Texas, and Louisiana as well. 

Almost from the inception of the Motor Carrier Act of 1935 at- 
tempts have been made constantly to revise section 203 (b) (6), from 
limited lessening of its scope to final abolishment of all exempted 
commodities. But what has been the net result of the voluminous 
legislative history relating to amendments made or proposed to sec- 
tion 203 (b) (6) ¢ 

One feature is that every amendment that Congress has made to it 
has breadened and liberalized its provisions in favor of exemption 
and the other feature is that although often importuned to do so, 
Congress has uniformly and steadfastly refused or rejected amend- 
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ments which would either directly or indirectly have denied the bene- 
fits of the exemptions contained therein to truckers who are engaged 
in the transportation of exempted commodities. 

Should we consider also, the voluminous court actions for the inter- 
pretation of section 203 (b) (6), we find that the courts have con- 
sistently considered the intent of the Congress to broaden the scope 
of the exemption. 

Gentlemen, we submit to you that this bill will destroy a vital 
industry in our national economy. Within my own community of 
Springdale, Ark., it is estimated that commerce in exempted com- 
modities by exempted commodity truckers is responsible for an an- 
nual $10 million Sonaeaie And, if this is true in the little commu- 


nity of Springdale, Ark., how much more true would this be over our 
entire wonderful country ? 

We believe that this bill will destroy efficient marketing of agri- 
cultural commodities, and in support of this statement we wish to 
quote Representative Dixon, of Utah, who has expressed most elo- 
quently the need of the farm community for the exemption. We 
quote as follows: 


* * * more efficient marketing, of course, means lower prices to consumers, 
higher prices to the farmer, and increased demand for agricultural commodities, 
At this time when agriculture is beginning to recover pricewise from the low- 
price period of long duration, I believe it is absolutely essential not only to their 
welfare, but also that the processors and consumers of agricultural commodities, 
that every effort be made to minimize the cost of marketing and expedite the 
flow to market of agricultural commodities, especially those which we designate 
as perishable commodities—fruits vegetables, dairy and meat products. 

* * * it is evident to me that depending upon common carriers alone, operat- 
ing over specifically designated routes, will not satisfactorily meet the trans- 
portation needs of farmers. Common carriers, as you know, do not load at the 
farm gate. Most of them do not have loading facilities in agricultural areas, 
What few there are simply are not sufficient to meet adequately the needs of 
farmers. 

I should also like to point out that farmers cannot stand the cost of having 
to provide transportation from their own farms to loading centers where com- 
mon carriers service is available. In this respect, I should further like to point 
out that common carriers do not reach all agricultural markets. This would 
mean that costly delays are involved in rerouting over common carrier routes 
to appropriate markets of agricultural commodities. Efficient and economic 
marketing of agricultural commodities require fast adequate transportation 
to all possible markets. 

Producers of agricultural commodities must be able to ship to all possible 
markets since on different days different markets may offer the best possible 
prices. Adequate transportation to all possible markets is essential if market 
gluts are to be prevented and, also, if people living in different marketing areas 
are to be uniformly supplied with their needs. 

If farmers must ship by common carrier only, this obviously restricts their 
number of market outlets. It also restricts, as a result, the ability to get the 
best possible prices for their commodities. 

In addition, Mr. Speaker, I should like to point out that exempt truck haulers 
give farmers personalized services which common carriers of necessity, simply 
cannot supply. Individual truckers, for example, learn to handle different 
farmers’ livestock and commodities in the way they desire. Truckers also can 
readily adjust their operation and movements to meet farmers’ needs better 
than can common carriers operating on a time schedule and over specified routes. 

Likewise, many truck haulers check alternative market prices for farmers 
before delivering their commodities to commission men or other middlemen for 
sale. Exempt truck haulers also will sell part of an individual farmer's produce 
at different markets, if he desires. This is a specialized service which common 
earriers are in no position to provide. 
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Likewise, it is essential to note that during the peak marketing seasons, espe- 
cially those relating to perishable commodities—fruits, vegetables, and meat 
products—common carriers simply cannot meet farmers’ demands for ready 
transportation. 

Gentlemen, nothing I could add could better describe the absolute 
need for both the exempted commodity and the exempted commodit 
trucker. In consideration of this bill let us consider that the railroads 
and common and contract carriers have always had the opportunity 
to transport exempted commodities, but obviously, they have either 
chosen, or by their lack of flexibility of operations have failed to serve 
the exempted commodity producer or consumer, and thus a new in- 
dustry has been born in the exempted commodity carrier whose essen- 
tiality cannot be denied. 

Mr. Rooers. Thank you, Mr. Womack. 

We will now hear from Mr. Ray V. Harron. 


STATEMENT OF RAY V. HARRON, GENERAL TRAFFIC MANAGER, 
GENERAL FOODS CORP. 


Mr. Harron. Mr. Chairman and members of the subcommittee, my 
name is Ray V. Harron, general traffic manager of General Foods 
Corp., with offices at White Plains, N. Y. 

We are engaged in processing and in national distribution of a 
varied line of food products, some of which are subject to Interstate 
Commerce Commission regulation, some exempt, and some on which 
there is much confusion as to whether they are exempt or subject to 
regulation. 

The points we want to emphasize in our testimony are: 

(1) There is an immediate need for congressional action for a re- 
definition of agricultural exemptions as now provided in section 203 
(b) (6), part II of the Interstate Commerce Act. 

(2) Any such redefinition should continue in effect all the flexibility 
required by farmers in transporting unprocessed farm products. 

13) To direct. attention to the need for maintenance of a modern 
and financially strong system of common-carrier transportation. In 
this respect the April 1955 report to the President by the Presidential 
Advisory Committee on Transportation, headed by Secretary of Com- 
merce Weeks, stressed that a strong common-carrier system of trans- 

ortation was necessary to meet the needs of an expanding and 
nama economy and the national security. 

(4) General Foods is dependent almost entirely on common car- 
riers, both rail and truck, in distributing its products. 

(5) That the inroads on revenues and tonnages of common car- 
riers—through exempt transportation—causes common carriers to 
increase freight rates on tonnages they continue to transport, thus 
placing a disproportionate share of transportation costs on those ship- 
pers, including those shippers of agricultural commodities, dependent 
on common-carrier service. 

Just to illustrate, figures compiled by the bureau of railway eco- 
nomics, Association of American Railroads, show that in 1929 the 
railroads handled 74.9 percent of the commercial intercity freight 
traffic in the United States as compared with but 46.4 percent in 1957. 

This decline has caused them to seek general increases on the traffic 
they continue to handle. For example, since June 1946 there have 
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been 16 general increases by rail carriers under which rail rates have 
been. increased 100 percent, with trucks, generally, following these 
rail increases. 

(6) While the exempt provisions of the Interstate Commerce Act 
have remained essentially the same since the enactment in 1935, the 
scope of exemption is constantly being broadened by court decisions, 

(7) The greatest momentum to erosion in common carrier traffic 
through the agricultural exemption resulted from a 5-to-4 decision 
of the Supreme Court of the United States (Hast Texas Motor 
Freight Lines v. Frozen Food Express, 351 U. S. 49, April, 1956) 
involving the exempt status of fresh and frozen dressed poultry in 
which the Court announced the so-called continuing substantial iden- 
tity test. 

This new standard was used almost immediately to declare exempt 
a number of other commodities previously moving in large volume 
as regulated traffic under Interstate Commerce Commission stand- 
ards; among them being frozen fruits and vegetables, shelled edible 
nuts, frozen eggs, green coffee, clean rice, and cocoa beans. 

Action pending before the Interstate Commerce Commission and 
the courts seek to have other products that have undergone extensive 
processing, declared exempt—such as cooked frozen foods, canned 
foods, and meats. 

This erosion has taken two definite forms. One is loss of traffic. 
The other is a reduction of rates, frequently below a compensatory 
level, in order to meet the competition of unregulated truckers. In 
both forms it places a disproportionately heavy cost burden on regu- 
lated transportation. 

To my knowledge, all the cases for extension of agricultural exemp- 
tions come, not from growers or producers but from someone who 
wants to engage in additional for-hire transportation without a cer- 
tificate or permit from the Interstate Commerce Commission; again 
with the effect of general increases in rates by common carriers on 
the residual tonnages they continue to handle. 

(8) The products produced and shipped by General Foods which 
have been declared exempt, through either court of Interstate Com- 
merce Commission decisions, are: milk, fluid and powdered; rice, 
clean; fruits and vegetables, fresh and frozen; poultry, fresh and 
frozen; cocoa beans; coffee beans, green; nuts, shelled (raw) ; tea; 
grains. The products we produce on which there is confusion be- 
cause the Interstate Commerce Commission have held they are sub- 
ject to regulation—and which several carriers, as well as processors, 
are shipping as exempt under the continuing substantial identity 
test, are: cooked frozen fish products, such as sticks, cakes, croquetts, 
dinners; cooked frozen vegetables, such as frozen french-fried pota- 
toes. No farmer or producer of these products benefits, or is inter- 
ested in the transportation costs on the processed commodities. If 
we continue to follow the Commission’s rule and ship these products 
under regulated rates, we will continue to be at a serious competitive 
disadvantage in reaching our markets. 

It is true, of course, there will ultimately be a determination in the 
courts, but what happens in the year or more while this action is 
pending? 
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(9) It is obvious a serious defect of the present exemption provi- 
sions is their failure to provide a definite line of demarkation so clearl 
demonstrated by the fact that after more than 20 years there is still 
much uncertainty and confusion as to the exempt or nonexempt status 
of particular commodities. This makes it difficult to effectively plan 
distribution. To illustrate the problem: 

(a) For several years we shipped imported green coffee as regu- 
lated transportation, although many carriers were transporting it as 
exempt. In fact we were solicited for the business and quoted 5 dif- 
ferent rates—1 lower than the other. 

Because of a pending case, the Interstate Commerce Commission 
took no action until February 1958 (ist Supplemental Report, 
MC-C-968) when they held imported green coffee, tea, and cocoa beans 
were exempt. This because the act does not restrict the agricultural 
exemptions to domestic products, the Commission stating: 

We do not feel free, in view of the prevailing very liberal construction of the 
exemption, to read into it, even for the purpose of limiting it to what we believe 
to have been the legislative intent, words of limitation which Congress did not 
in fact use. 

If, as it appears, the original intent of the agricultural exemptions 
was to insure that the American farmer would not be hampered in 
the marketing of his product, one might well question what American 
farmer is being aided by the exemption of green coffee, cocoa beans, 
and other imported products. 

(10) One of the most serious problems that the Interstate Commerce 
Act was originally designed to correct. was unjust discrimination. 
Yet, the exemptions, in their present form, have created many new 
opportunities for such discrimination, particularly where shippers 
offer return loads or intervene with regulated carriers to give the 
exempt hauler a return haul of regulated products under lease. 

(11) In conclusion, we are supporting a redefinition of the agri- 
cultural exemption because we believe the public will benefit from 
better service and lower rates if all for-hire transportation is subject 
to the same rules; it will strengthen our system of common-carrier 
transportation without any adverse effect on American farmers, re- 
store orderly marketing and distribution to the processed food busi- 
ness, remove a serious source of discrimination, and give the green 
light to the common carriers to budget necessary expenditures for 
a uate transportation equipment. 

If, however, your committee concludes that a broad exemption is 
in the public interest, we urge that it be made applicable to all forms 
of transportation including rail carriers, so that competitive oppor- 
tunities are equalized and that the language be revised to clearly define 
the lines of demarkation between exempt and nonexempt products. 

The reason that we think there heed be a redefinition of the agri- 
cultural exemption is the serious effect that it is having on the common- 
carrier system both rail and truck in this country. 

We, in our business, are dependent almost entirely on common 
carrier for transportation. We are not alone in that because it was 
brought out so forcibly in the Presidential Advisory Committee report 
on transportation headed by Secretary Weeks, where he stressed the 
vital need of a sound common-carrier system of transportation not 
only for industry, but for national security as well. 
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Now, I would like to emphasize just a little, the effect that I believe 
this question of agricultural exemptions is having. 

First, in our own business we ship some products that are exenipt, 
some regulated, some there is much confusion on as to whether it js 
exempt or nonexempt. Some shippers are shipping it as regulated 
and others as exempt. Some carriers are carrying it as regulated; 
some as exempt. 

Now, to this effect, I read a comparison of figures very recently, 
I have the authority for them if you need them here. They showed 
that in 1929 the railroads handled 74.9 percent of the intercity com- 
merce. In 1957, they handled but 46.4 percent of the intercity com- 
merce. 

Now, what is important to me is that the effect that is having on 
the common-carrier system is that they are forced to increase their 
transportation cost on the residual tonnages that they continue to 
handle and incidentally, that goes for increasing the agricultural com- 
modities, too, that they continue to handle. 

For example, since 1946 there have been 16 general freight rate 
increases that increased transportation rates in excess of 100 percent 
by rail and the common carriers by motor carrier generally followed 
suit. Importantly, their increases also applied to agricultural ¢om- 
modities. 

To give you an idea of some of the things that happen to regulated 
carriers you hear it said, “They can go into the business.” I heard that 
mentioned here so often. To give you an example, there is a movement 
of rice from Texas into Chicago moving primarily by rail, some by 
common carrier and truck. 

The rate is $1.13 by common carrier and 1 of the regulated carriers 
‘ame in and said, “To meet competition, I am now quoting you a rate 
of 65 cents a hundred,” and admitting whole he was quoting it that it 
is a noncompensatory rate for the truck-mile earnings that he got 
out of that, but he said, “I have to do it to meet competition. T am in 
dire need of return load.” 

That is, in effect, an erosion of common-carrier revenue by virtue of 
exempt transportation. That is one example. I could give you 
numerous others, but I think I should touch on import green coffee. 

The Cuarrman. Is that competition because of nonregulated motor 
carriers or is that water competition ¢ 

Mr. Harron. His quotation to me was based on exempt motor- 
carrier transportation, a 65-cent rate. Another example is this import 

reen coffee. For several years there was a question of whether 
it was exempt or regulated just as there is today on other products, 
but the Commission held that it was exempt. 

Right there, before I get into the rate 5 it is because of what 


is left unsaid in the act that these problems of what is exempt and 
what is not exempt arise. 

I think it is important to read what the Commission said: 

We did not feel free in view of the prevailing very liberal construction of 
the exemption to read into it, even for the purpose of lifting it to what we 
believe to have been the legislative intent, words of limitation which Congress 
did not in fact use. 


Obviously, of course, the import products that have now been 
declared exempt are of no benefit to any American farmer but these 
rates that we were quoted on green coffee are now resulting in the 
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railroads reducing their rate 25 cents a hundred to Chicago if they 
want to remain in the business. That is I think of concern to all of 
us, the serious inroads of revenue of the common carriers. 

We would like to support a redefinition of the agricultural exemp- 
tions because we believe the public will benefit from better service 
and lower rates if all for-hire transportation is subject to the same 
rules. 

It will strengthen our system of common carrier transportation 
without any adverse effect on American farmers, 

Right there, Mr. Chairman, you know the agricultural exemptions 
continued in effect for some 20 years up to the decision of the Su- 
preme Court endorsing the continuing substantial identity test. and 
during that time the frozen food business in 1942, a $162 million busi- 
ness, under regulation went to a $2,150 million business. 

The redefinition would restore orderly marketing and distribution 
to the processed food business. It would remove a serious source of 
discrimination. 

By that I mean there are some shippers that will give exempt trans- 
portation to an exempt hauler but tell the shipper, “You must get me 
a return load of revenue freight under lease so that you get a lower 
rate for that.” 

Redefinition we also think would give the green light to the com- 
mon carriers to budget necessary expenditures for adequate trans- 
portation equipment, particularly true of the type of equipment re- 
uired for both rail and truck movement to transportation of frozen 
foodstuffs. 

In that connection, the frozen-food industry meets with the rail- 
roads and motor carriers annually. We have encouraged them to 
put in investments that require an investment of some $25,000 for a 
| railroad mechanical car and about $15,000 or more for these me- 
chanical trailers. 

We encourage that type of investment via the common carriers and 
after listening to Mr. Brady this morning, where he said that one- 
third of the small exempt carriers go broke within a year, we do not 
hike to see that type of investment or the frozen-food industry be 
dependent upon that type of service. 

I did want to add that if your committee concludes that a broad 
exemption is in the public interest, then in answer to the questions 
that you have asked other witnesses, we urge that it be made applicable 
to all forms of transportation including rail carriers, so that com- 
petitive opportunities are equalized, but whether they are or not, 
I think that the language of the act should be revised to clearly define 
a line of demarcation between exempt and nonexempt products to 
remove that. 

In your consideration of extension to part I, and so forth, I think 
it is highly pertinent that you know what would happen. 

Today you have regulated carriers against exempt carriers, regu- 
lated against regulated, and competing for exempt. Throw the 
rails in and it might be pertinent to consider what the Supreme Court 
said as one of the conditions which led Congress to regulate motor 
carriers in the first instance. 
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This is a citation from the Supreme Court in American Trucking 
Association v. United States (344 U.S. 298,312). It said: 

The industry was unstable, economically dominated by ease of competitive 
entry and a fluid rate picture and as a result it became overcrowded with small 


economic units which proved unable to satisfy even the most minimal standards 
of safety or financial responsibility. 


_ Now, our fear is that the constant broadening of the list of exemp- 
tions is going to put us right back where we started from. The frozen 
food products are now exempt and the list is becoming so large in 
scope that I believe it is defeating the basic purposes of Congress in 
prescribing regulation for motor carriers so that what I would like 
to suggest is that at least it would seem to me to be appropriate to so 
define the agricultural exemptions so as to not only prevent a further 
broadening of the exemptions but as minimum legislation revert to 
the conditions existing prior to the Supreme Court decision an- 
nouncing the continuing substantial identity test. 

That is what is proposed somewhat in the Smathers bill, S. 2553, 
which, of course, should include an appropriate grandfather clause to 
permit of perpetuating the services that are now in effect particularly 
the less-than-truckload movements that one of the previous witnesses 
testified to. 

I would also like to suggest that there be added to that type of legis- 
lation a limitation of agricultural exemptions to domestic products 
or products produced domestically; in other words, to remove the 
agricultural exemptions from import products, confine it to domestic 
or those from territorial possessions of the United States. 

That concludes my statement, and I appreciate the opportunity to 
give it. 

Mr. Rogers. Mr. Harris. 

Chairman Harrts. Realizing that the problem we have here is to 
try to redefine, and facing the realistic proposition, what would your 
reaction be to the administration’s proposal, as expressed by the De- 
partment of Commerce, as to stopping it right where it is? 

Mr. Harron. I read the letter that Mr. Weeks sent to the commit- 
tee, but I was not here. That would not do the trick, Mr. Harris, for 
this reason: One of the biggest problems that has been created is this 
frozen fruit and vegetable business. I gave you the picture of capital 
expenditures required. That type of investment requires a little 
long-range planning. 

To take the Secretary of Commerce’s position and freeze it as of 
today, I think, would not meet the needs of the industry, either the 
common carriers or the shipping public. I think it ought to go back 
to pre-Supreme Court continuing-substantial-identity test. 

Yhairman Harris. You say that the frozen fruit and vegetable 
business ought to be put back under the nonexempt status? 

Mr. Harron. Yes, sir. 

Chairman Harris. What other exempt products is having a real 
impact on the common-carrier system now ? 

Mr. Harron. The rollback to that to get away from the continuing 
substantial identity would stop other commodities from coming in. 

For example, today there is a substantial movement of ‘cooked 
frozen potatoes in different forms, the french fried and patties and 
so forth. Even with that decision of the Supreme Court, the Inter- 
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state Commerce Commission has an administration ruling out that 
cooked frozen-fish products are subject to regulation, and this very 
day there are trucks moving all over the country handling them as 
exempt, and there are many shippers that are also acting in conformity 
with the Commission’s rulings. To me, that sets up a discriminatory 
practice, too. If you freeze it as of today, you would not eliminate 
that discrimination. 

Chairman Harris. Frozen fruits and vegetables are having quite 
an impact, and cooked frozen foods and cooked frozen-fish products. 
What other products are involved ? 

Mr. Harron. Those are the primary ones. There may be others. 
The import situation, Mr. Harris, particularly with respect to coffee, 
I think, causes discrimination, too. It is an imported product. The 
common carriers, both rail and truck, throughout the years have set 
up a rate structure which equalizes interior rosters with port rosters 
to remove discrimination. 

Here, under this exemption of green coffee today helping no Ameri- 
can farmer, the rates have been reduced as much as 30 cents to certain 
interior points primarily on a return-haul proposition, removing that 
relation which has been established over a period of years. It is an- 
other form of discrimination on these import products. 

Chairman Harris. That is all. 

Mr. Rogers. Mr. Hale. 

Mr. Hare. Would the enactment of H. R. 5823 be an improvement, 
in your opinion ? 

Mr. Harron. I would have to answer “Yes” to that. It is a very 
broad bill. I like to be an optimist. I like to be here to support some- 
thing I think there is a possibility of having adopted. This bill is 
so broad and there are so many people in industry and groups of in- 
dustries that have supported this pre-Supreme Court continuing-sub- 
stantial-identity test that are opposed to H. R. 5823. 

Mr. Hare. Your statement does not say that you are in favor of it 
or opposed to it. 

Mr. Harron. That is right. My statement is that I think they 
should be redefined. 

Mr. Harz. It is not your idea of the correct legislation to meet the 
problem ? 

Mr. Harron. I think it would help the common-carrier system of 
transportation if it would. If it would do that, the country is so de- 
pendent on that that I am for it. 

Chairman Harris. I have not mentioned it heretofore, but I can- 
not, personally, see where so many people could get so excited over 
it unless I simply did not interpret the bill correctly, because the 
limitation the bill places is at the point where the farmer loses pos- 
session and control. 

I think if I were back in the profession of law and I represented 
some farmer who wanted to send that. product to Chicago or some 
other place, I would suggest that it would be perfectly all right, to 
put it out on consignment on the basis of it being delivered to that 
point. 

I simply cannot see a great deal of improvement on the presenta- 
tion with the proposed bill. I think that there are so many loopholes 
that they can get around it again and be right back to the same un- 
stable situation, with the same uncertainty, that exists today. 











346 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


Mr. Harron. The proposed bill would not form that line of de- 
mareation, would it? 

Chairman Harris. Of course not. All the farmers have to do to 
get around it in cooperation with the trucker is to say, “This is mine 
until you get to where it is going.” 

Mr. Harron. I would be for it if you could modify it to draw that 
line of demarcation. 

Mr. Rogers. Thank you, Mr. Harron. 

Mr. Harron. Thank you. 

Mr. Rocers. Our next witness is Mr. Frank Barry, of the Welch 
Grape Juice Co., of Westfield, N.Y. Mr. Barry. 


STATEMENT OF FRANK J. BARRY, GENERAL TRAFFIC MAN- 
AGER, ACCOMPANIED BY JOHN W. BURKS, ASSISTANT GENERAL 
TRAFFIC MANAGER, THE WELCH GRAPE JUICE CO., INC., WEST- 
FIELD, N. Y. 


Mr. Barry. Mr. Chairman, I should like to identify myself for the 
record, and introduce my associate, Mr. John W. Burks, who is assist- 
ant general manager of the Welch Grape Juice Co. 

Mr. Rogers. Do you want to read your statement, or did you want 
to insert it in the record ? 

Mr. Barry. It is somewhat different from the testimony that has 
been submitted, and it might be somewhat controversial. I would 
take your suggestion, sir, in view of the lateness of the hour. 

Mr. Rogers. As I pointed out, our time situation is pretty serious 
now. 

Is Mr. Angell here? 

Mr. Ancetu. Yes. 

Mr. Rogers. Are there any other witnesses / 

Is there a representative of the Swift Co. here? 

Mr. Ancor. I am speaking, in part, for Swift. My statement 
shows the parties I represent, to the extent that I do. 

Mr. Rogers. I understood that we had two entries here. One was 
you and the other a representative of the Swift Co. Since we have 
just two witnesses, suppose you go ahead and read your statement, 
Mr. Barry. 

Mr. Barry. I think it will take approximately 20 minutes. I timed 
it last night. 

Mr. Rocers. Mr. Angell, how long is your statement ? 

Mr. AnceELL. I can cut it very short. 

Mr. Rocers. Suppose we proceed, Mr. Barry. 

Mr. Barry. My name is Frank J. Barry, and I am general traffic 
manager of the Welch Grape Juice Co., Inc., whose general offices 
are in Westfield, N. Y. 

Welch’s is a wholly owned subsidiary of the National Grape Co- 
operative Association, Inc., and, as such, it markets the grapes and 
other farm products of the members of National through its eight 
plants in the States of New York, Pennsylvania, Michigan, Arkansas, 
and Washington. Our products consist of bottled and canned grape- 
juice in various forms, frozen grapejuice, jams, jellies, preserves, 
tomato juice, blended grape and apple juice, grape-flavored drinks, 
grape sirup, and wine. 
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Approximately 94 percent of all our outbound shipments are made 
by truck and, in addition, we move large quantities of fresh fruit from 
our members’ farms into our plants i motor carrier. In total, we 
ship about 247,000 tons of agricultural commodities every year, and 
so we naturally have a very vital interest in the motor-carrier industry 
in general and in the agricultural exemption in particular. 

When considering the subject of this agricultural exemption, there 
are two primary bases on which I think a person would be most likely 
to build his particular position. One is his basic philosophy with re- 
spect to the regulation of transportation, and the other is the effect 
that the exemption has upon his particular business or field of 
endeavor. 

In my case, both my philosophy of regulation and my knowledge 
of what is best for the Concord grape growers point toward the need 
for a change in the wording of the exemption so as to preserve it for 
the farmer and at the same time limit it to the farmer in order to 
strengthen the regulated carriers upon whom we depend to get our 
finished products, all of which are regulated, to market as economically 
as possible. 

To develop this line of thought, I would, first, like to go back to 
1935. At that time, when part 2 of the Interstate Commerce Act was 
enacted by Congress, there was great concern that its regulatory fea- 
tures might work a hardship on the American farmer if his shipments 
were subjected to the same type of restrictions that were to be imposed 
on other shipments. 

Consequently, an exemption from all regulations except those per- 
taining to employees’ hours of service and safety was granted to— 
motor vehicles used in carrying property consisting of ordinary livestock, fish 
(including shellfish), or agricultural commodities (not including manufactured 
products thereof), if such motor vehicles are not used in carrying any other 
property, or passengers, for compensation. 

However, events of the intervening years since 1935 indicate that the 
particular wording used was not precise enough to accomplish just 
the desired amount of exemption and no more. 

Also, time has shown that there is little agreement among interested 
parties as to what is actually included in the term “agricultural com- 
modities (not including manufactured products thereof),” all of 
which has given rise to a confused and unfair situation. Therefore, 
it is imperative in the public interest that the operation of the exemp- 
tion be reviewed, as this committee is doing, and remedial legislation 
enacted as soon as possible. 

The present extent of the exemption is, no doubt, well known to the 
members of this committee. A perusal of the Commission’s recent 
ruling No. 107, that lists the commodities on which rulings have been 
issued or court cases held, shows very clearly that despite the ICC’s 
honest efforts to restrict the exemption it is now being applied on an 
alarming number of nonfarm movements that appear far removed 
from the American farmer. 

To me, the very fact that such a list is thought necessary is mute 
evidence of the confusion that has resulted from the wording of the 
exemption for, as former Commissioner Rogers pointed out in his 
dissent in the Determination case— 

** * Congress intended to relieve from the regulatory provisions * * * the 
transportation of any farm commodity from the farm to the point where the 
26170—58——23 
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commodity first enters the ordinary channels of commerce * * * The mere 
naming of a group of commodities which might reasonably be classed as un- 
manufactured agricultural products and allowing the certified carrier whose 
operating authority does not include the right to move such commodities or the 
no less professional carrier who proposes to handle them exclusively to trans- 
port the named commodities, confers no constructive benefit upon the farmer. 

Indeed, in the case of imported agricultural commodities, the list 
might even work to the detriment of the American farmer. 

When the House of Representatives was debating the Motor Car- 
rier Act in 1935, Representative Holmes, one of the proponents of 
the bill, was asked this question by Representative Gillette : 

What was the object in providing an exemption for carriers of livestock ex- 
clusively or farm products exclusively? Why not regulate that? What was the 
object of the exemption? 

Mr. Holmes’ answer removes all doubt as to what was intended, He 
replied : 

The object was to help the farmer and keep him out of any regulation what- 
soever insofar as handling unprocessed agricultural products or livestock on 
(from) the farm. 

Later, Representative Pettengill introduced an amendment that 
changed the words “unprocessed agricultural commodities” to “agri- 
cultural commodities not including manufactured products thereof,” 
but there is no indication that he intended to change the basic purpose 
as stated by Mr. Holmes. 

It is evident, then, that an exemption which was originally in- 
tended to benefit the American farmer is today removing from regu- 
lation in the public interest large segments of commerce consistin 
of industrially produced commodities, such as powdered milk <a 
frozen fruits; imported commodities, such as coffee beans and tea; 
forest products, such as telephone poles; and other volume movements 
in which no American farmer is directly involved as either shipper 
or receiver. 

It is also evident that the wording used does not guarantee that the 
farmer will be kept out of any regulation whatsoever because, instead 
of all movements from the farm being declared exempt, only those 
consisting of livestock or unmanufactured agricultural commodities 
are included and the farmer is, to that extent, denied the opportunity 
of marketing his products in any form he chooses. 

Also, the farmer cannot use the services of any certificated motor 
carrier who has some other commodity on his truck, because the ex- 
emption applies to the vehicle in exclusive use rather than to the 
transportation. 

However, inconsistency of the exemption with congressional intent 
in 1935 is certainly not to be taken as conclusive evidence of the need 
for a change in the law today. Of much greater importance is the 
extent to which the exemption is inconsistent with the present public 
interest and the present needs of the farmer. 

The present public interest, as reflected by the overall meaning of 
the Interstate caer Act, favors the regulation of motor carriers 
for the good of the country as a whole. It is a questionable, to some 
extent, whether the trucking industry, by itself, is the type of natural 
monopoly that ordinarily requires the detailed economic regulation 
of a public utility. 
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However, I am not here to advocate the repeal of the Motor Carrier 
Act, provided it can be made fair and just. Therefore, assuming that 
the regulation of motor carriers is in the public interest, it follows 
that the regulation should be made as effective as possible and no 
large areas of exemption, such as those now existing, should be al- 
lowed which are not clearly necessary to prevent actual hardship or 
to better serve the public interest. 

With respect to agriculture and the farmer, there is no need in 
the public interest for any exemption except that which is necessary 
to keep the farmer himself out of the entanglements of regulation and 
fo insure the unrestricted flow of products from farm to market. 
There is no necessity for the exemption applying to farm products 
after the movement from farm to primary market because then the 
farmer can no longer suffer from regulatory entanglements and cer- 
tainly the agency or manufacturer effecting the subsequent movement 
can cope with such matters as operating authority and published 
tates just as all other shippers are required to do. 

This inconsistency with present public interest and the needs of the 
farmers, while evidence enough of the need for change, reveals only 
part of the disadvantages surrounding the present exemption. There 
are real disadvantages to the users of exempt transportation as well 
since, without ICC control, there is no guaranty to the exempt shipper 
of— 

1. Reasonable rates or service when trucks are scarce in relation to 
demand. 

2. Service at all times to all destinations. 

3. Nondiscriminatory rates, practices, and service. 

4. A consistent supply of proper type equipment. 

5. Reasonable performance after shipments are in transit. 

6. Financial responsibility on the part of the truck operator. 

7. Advance notice of rate changes. 

There are also real rate and service disadvantages in the present 
wording for the nonexempt shipper such as Welch. The loss by the 
regulated carriers of large amounts of freight paid to nonfarm exempt 
haulers undoubtedly keeps the general level of regulated rates at a 
higher level than would otherwise prevail and regulated shippers 
suffer accordingly. 

At the same time that this cost experience on the large volume of 
low-cost truckload exempt traffic is being left out of all ICC rate pro- 
eedings, service via the regulated carriers is adversely affected as 
balanced movements are disturbed by exempt competition and the 
honexempt shipper is powerless to fight the disturbance. 

The unwarranted Rectininatian between shippers is a distinct 
disadvantage too. Whether exemption is good or bad for an industrial 
shipper there can be no justification for one being regulated and the 
other not. 

As a typical example, under the present wording a frozen fruit 
packer down the street from us can take fruit and peel it, slice it, 
rmove the seeds, add sugar, freeze, and ship to the consumer exempt 
while we take the same fruit, remove the skins, seeds, and pulp, freeze 
the remaining pure fruit juice and we must ship via regulated carriers. 
We are both dealing with agricultural commodities and both working 


- 
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for the farmer but we must ship differently. One of us is being hurt 
mn the evidence is that the best solution is to properly regulate both 
of us. 

Considering the disadvantages and inconsistencies of the present 
wording, it is apparent that a revision is needed that will keep the 
farmer out of the complications of regulation without creating fe 
areas of exemption that the farmer does not need. This can be ac- 
complished by relating the exemption to the movement from the farm 
rather than to the commodity transported. To accomplish this the 
exemption in section 203 (b) (6) could be changed to read as follows; 

The transportation of farm products (not including imported products) on 
the initial movement from the producing farm or on a subsequent movement 
from a gathering point provided that on such subsequent movement the products 
remain in the identical form in which they were when initially moved from the 
producing farm. 

Specifically this change would— 

1. Have the exemption apply on the transportation rather than 
on the vehicle thus allowing a farmer to use any available truck even 
if partially loaded with nonexempt freight. 

2. Have the exemption tied primarily to the initial movement from 
the farm. 

3. Permit the exemption to continue on farm products upon re- 
shipment from gathering points scattered throughout a farm area at 
which points truckloads are consolidated for movement to the actual 
market. 

4. Give the farmer the exemption on his products in any form by 
using the all inclusive term “farm products.” 

5. Restrict the exemption to the American farmer rather than allow 
it to apply on imported commodities. 

6. Put all nonfarm shippers on an equal basis under the Interstate 
Commerce Act. 

When considering the merits of this proposed change, it is pertinent 
to note what type of regulation the various States have on the intra- 
state movement of agricultural commodities. 
oe survey of the motor carrier regulations of the 48 States shows 
that— 

Fifteen States have an exemption similar to the one suggested, that 
is some form of the farm to market exemption. 

Three States exempt products while the farmer (producer) retains 
title or ownership. 

Three States have specific exemptions slightly more restrictive than 
farm to market. 

Seventeen States have no agricultural exemption at all and regu- 
late such commodities right from the farm. 

Eight States have exemptions the same as or very similar to the 
present ICC exemption. 

Two States have no significant economic regulation of any motor 
carriers. 

This certainly shows overwhelmingly that in all but 10 of the 48 
States the regulation of agricultural commodities is more stringent 
than in interstate commerce which, in view of the closeness of the 
State governments to the farmers’ problems, indicates that the Federal 
exemption is broader that necessary to protect the farmers’ interests. 

If a change substantially similar to that suggested, together with 
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an appropriate grandfather clause is not adopted the present situation 
will undoubtedly grow worse. If sliced peaches are exempt then why 
not sliced trees or lumber? If dressed poultry is exempt then why 
not dressed beef and other meat? 

If powdered milk and eggs then why not powdered cane sap or 
sugar? If ground spices and herbs then my not ground grain or 
flour? If peat moss then why not coal? If frozen fruits and vege- 
tables why not canned fruits and vegetables? There would be no 
end to the demands that could be made now that the exemption is 
not being restricted to the farmer. 

Certainly, being a farmer-owned organization we are interested in 
fully protecting him against unnecessary regulation. Our growers, 
however, have no interest in the persent exemption except on the 
movement from the farm or gathering point to the primary market 
and that is what we are here to protect for them. 

Beyond that our grape products are properly moving as regulated 
commodities but other food products are not and we are being hurt 
as a result. 

Unless the exemption is narrowed to its proper sphere then there 
will undoubtedly be pressure in the other direction to have all of our 
canned and frozen products added to the rapidly expanding list of 
exempt commodities. 

In other words, we believe we are better off under effective regula- 
tion but if the regulation continues to be ineffective then we too will 
want the freedom to abandon the regulated carrier when he becomes 
weak and uneconomical from “exemptionitis.” 

Finally, I would like to comment on one of the arguments used by 
those who oppose any narrowing of the exemption. I hear them say 
repeatedly that exempt shippers should not be deprived of the flex- 
ibility, efficiency, and economy that they receive through patronizing 
exempt haulers. 

Gentlemen, if that argument is valid then shouldn’t you consider 
pevaling the entire Interstate Commerce Act? After all, every ship- 
per in the country wants flexibility, efficiency and economy and if 
only exempt haulers can give such service then it is time for everyone 
to enjoy the alleged benefits of exempt transportation and not just 
those whose products happen to be on the exempt list. 

I submit, however, that exempt transportation is not more flexible, 
efficient, or economical than regulated transportation. It is just 
easier to deal with, far easier, especially for the person untenianll in 
transportation matters such as a farmer. And that is where a big 

art of the present discrimination lies and is another place where 
elch is being hurt. Other food shippers whose commodities are 
exempt can do whatever they please in transportation, even enjoy the 
services of the regulated carriers when they choose, whereas we must 
nd much time and energy every year protecting and fostering our 
rights with the ICC and seeing to it that we have adequate service at 
reasonable rates within the framework of regulation, time, and energy 
that the exempt shipper never has to spend. 

Therefore, if you believe, as I do, that the finest in transportation 
will be produced by intelligent regulation properly administered, just 
as the finest in business in general has been fostered by the Sherman 
Act, the Robinson-Patman Act, and other regulatory laws, then I am 
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sure that a change in wording will be made, restricting the exemption 
to the one area that is in the public interest. 

Thank you. 

Mr. Rogers. Thank you, Mr. Barry. 

As I understand, you would be unalterably opposed to the proposal 
of the Secretary of Commerce to freeze this matter where it presently 
is and allow it to remain there. 

Mr. Barry. Yes, sir; I would, because I believe in its present state 
it is discriminatory. 

Mr. Rogers. And to extend the exemption presently existing to the 
rails would have no bearing on your problem because your product is 
not in the exempt status. 

Mr. Barry. That is correct, sir. 

Mr. Rocrers. Thank you very much, Mr. Barry. 

Mr. Barry. May I add to my statement that the National Grape 
Cooperative Association, who owns the Welch Grape Juice Co., is a 
member of the National Council of Farmer Cooperatives, but we do 
not concur with the statement made by representative yesterday. 

Mr. Rocers. Mr. Steffen ? 

Mr. Barry. Yes. 

Mr. Rocers. Thank you very much, Mr. Barry, for a very good 
statement. 

Mr. Angell, we will hear from you, sir. 


STATEMENT OF B. M. ANGELL, EXECUTIVE CONSULTANT, STOKELY- 
VAN CAMP, INC., CHAIRMAN, CANNED GOODS SHIPPERS CON- 
FERENCE, AND CHAIRMAN, SHIPPERS CONFERENCE ON AGRI- 
CULTURAL COMMODITIES EXEMPTION 


Mr. Ancett. Mr. Chairman, my name is B. M. Angell. I am execu- 
tive consultant of Stokely-Van Camp, Inc., and prior to my recent re- 
tirement, I was its vice president in charge of legal and transportation 
departments, and I am also chairman of the Canned Goods Shippers 
Conference. 

I am chairman of the Shippers Conference on Agricultural Com- 
modities Exemption and prior to my mentioned retirement, I was 
for many years chairman, transportation committee, National Asso- 
ciation of Frozen Food Packers. 

Stokely-Van Camp, Inc., with principal office at 941 North Meridian 
Street, Indianapolis, Ind., is engaged in the business of packing food 
products, preserved both by canning and freezing, at its many plants 
located throughout the United States. 

The Canned Goods Shippers Conference is a voluntary nonprofit 
organization of numerous canners located in all sections of the United 
States, and its membership represents by volume substantially 80 per- 
cent of the entire canning industry, including as representative the 
following: Armour & Co.; California Packing Corp.; Campbell Soup 
Co. ; Gerber Products Co.; Green Giant Co.; H. J. Heinz Co.; Hill 
Packing Co.; Geo. A. Hormel & Co.; Libby, McNeill & Libby; Michi- 
gan Canners & Freezers Association; John Morrell & Co.; New York 
Canners & Freezers Association; the Quaker Oats Co.; Stokely-Van 
Camp, Inc.; Swift & Co.; Wisconsin Canners Association; all of 
which are engaged in the business of packing canned-food products 
and many of same also pack frozen-food products. 
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The Shippers Conference on pete Commodities Exemption 
was created in the early part of 1957 , after several meetings in Chi- 
cago, Ill., of representatives of shippers engaged in the business of 
processing or manufacturing the following commodities and carriers 
transporting same: Frozen foods, canned “foods, milk products, rice, 
fruits and vegetables, grain and grain products, ‘meat, poultry, horti- 

cultural, trucking industry, railway industry, and committees of said 
conference, thereafter conferred with several farm bureaus and farm 
cooperatives in Chicago, Ill., and Washington, D. C. 

The shipper parties for whom I am here ‘speaking are not advocating 
such regulations recommended by the Interstate Commerce Commis- 
sion which was introduced in the Ist session of the 85th Congress as 
S. 1689 and H. R. 5823, but do advocate such regulations as now pro- 
posed in bill, S. 2553, introduced by Senator Smathers. 

Mr. Rocrrs. Let me say this, Mr. Angell, if I may, at this time. 
Did you desire to have S. 2553 included as a part of your statement 
so that it could be referred to? 

Mr. Ancetit. Yes; I do. 

Mr. Rogers. Let the record show at the present time, without ob- 
jection, that the copy of S. 2553, which is attached to your statement, 
will be included in the record at this point, and you may proceed to 
comment on it as you may desire. 

Mr. Ancett. Thank you, sir. 

(The bill referred to follows:) 


[S. 2553, 85th Cong., Ist sess.] 


A BILL To amend section 203 (b) (6) of the Interstate Commerce Act, as amended, and 


a at to certain “grandfather” rights to former carriers of agricultural com- 
modities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be referred to as the 
“1957 Amendment to Section 203 (b) (6)”. 

Sec. 2. Clause numbered (6) of section 203 (b) of the Interstate Commerce 
Act is hereby amended to read as follows: “; or (6) motor vehicles used in car- 
rying property (when such property is not transported in the same vehicle 
with any other property, or passengers, for compensation) consisting of (a) fish 
(including shellfish) ; (b) ordinary livestock, as defined in section 20 (11) of 
this Act; (c) leaf tobacco (not including redried tobacco); (d) nuts (not in- 
cluding shelled peanuts) ; (e) live poultry and raw eggs in the shell (not includ- 
ing frozen eggs); (f) domestic wool and mohair (not including cleaned or 
scoured wool or mohair); (g) fresh, pasteurized, fortified, standardized, or 
homogenized milk, cream, skimmed milk, buttermilk or whey (including con- 
centrated or condensed products thereof when shipped in milk shipping cans not 
hermetically sealed, or in bulk in tanks, but not including canned, churned, dried, 
or powdered milk, cream, skimmed milk, buttermilk or whey, or other manu- 
factured products thereof); or (h) other agricultural or horticultural commodi- 
ties (not including manufactured, cooked, canned, frozen, powdered, dehydrated, 
evaporated, condensed, concentrated, milled or pearled commodities, or products 
thereof, or chilled juices or fruit salad).” 

Sec. 3. Paragraph (a) of section 206 of part II of the Interstate Commerce 
Act is hereby amended by inserting at the end of such paragraph two subpara- 
graphs as follows 

“(4) Unless otherwise specifically indicated in such certificate, the holder 
of any certificate heretofore issued under this part, or hereafter issued under 
this part pursuant to an application filed on or before the date on which this 
paragraph takes effect, authorizing the holder thereof to engage as a common 
earrier by motor vehicle in the transportation in interstate or foreign com- 
merce of property made subject to the provisions of this part by the 1957 amend- 
ment to section 203 (b) (6), over any route or routes or within any territory, 
may without making application under this section engage, to the same extent, 
and subject to the same terms, conditions, and limitations, as a common carrier 
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by motor vehicle in the transportation of property made subject to the pro- 
visions of this part by the 1957 amendment to section 203 (b) (6), over such 
route or routes or within such territory, in interstate or foreign commerce, 

“(5) Subject to the provisions of section 210, if any person (or its predeces- 
sor in interest) was in bona fide operation on September 1, 1956, over any 
route or routes or within any territory, as a common carrier engaged in the 
transportation of property by motor vehicle, made subject to the provisions of 
this part by adoption of the 1957 amendment to section 203 (b) (6), in inter. 
state or foreign commerce, and has so operated since that time (or if engaged 
in furnishing seasonal service only, was in bona fide operation on September 1, 
1956, during the season ordinarily covered by its operations and has so operated 
since that time), except in either instance as to interruptions of service over 
which such applicant or its predecessor in interest had no control, the Com- 
mission shall issue a certificate authorizing such operations without requiring 
further proof that public convenience and necessity will be served thereby, and 
without further proceedings, if application for such certificate is made to 
the Commission as provided in paragraph (b) of this section and within one 
hundred and twenty days after the date on which this subparagraph takes 
effect. Pending the determination of any such application, the continuance of 
such operation without a certificate shall be lawful. Any carrier which, on the 
date this subparagraph takes effect, is engaged in an operation of the character 
specified in the foregoing provisions of this subparagraph, but was not engaged 
in such operation on September 1, 1956, may, under such regulations as the 
Commission shall prescribe, if application for a certificate is made to the Com- 
mission within one hundred and twenty days after the date on which this sub- 
paragraph takes effect, continue such operation without a certificate pending 
the determination of such application in accordance with section 207 (a).” 

Seo. 4. Paragraph (a) of section 209 of part II of the Interstate Commerce 
Act is hereby amended by inserting at the end of such paragraph two subpara- 
graphs as follows: 

(4) Unless otherwise specifically indicated in such permit, the holder of any 
permit heretofore issued under this part, or hereafter issued under this part pur- 
suant to an application filed on or before the date on which this paragraph takes 
effect, authorizing the holder thereof to engage as a contract carrier by motor 
vehicle in the transportatiton in interstate or foreign commerce of property 
made subject to the provisions of this part by the 1957 amendment to section 203 
(b) (6), over any route or routes or within any territory, may without making 
application under this part engage, to the same extent and subject to the same 
terms, conditions, and limitations, as a contract carrier by motor vehicle in the 
transportation of property made subject to the provisions of this part by the 1957 
amendment to section 203 (b) (6), over such route or routes or within such 
territory, in interstate or foreign commerce. 

“(5) Subject to the provisions of section 210, if any person (or its predecessor 
in interest) was in bona fide operation on September 1, 1956, over any route 
or routes or within any territory, as a contract carrier engaged in the trans- 
portation of property by motor vehicle, made subject to the provisions of this 
part by adoption of the 1957 amendment to section 203 (b) (6), in interstate 
or foreign commerce, and has so operated since that time (or, if engaged in fur- 
nishing seasonal service only, was in bona fide operation on September 1, 1956, 
during the season ordinarily covered by its operations and has so operated since 
that time), except in either instance as to interruptions of service over which 
such applicant or its predecessor in interest had no control, the Commission 
shall issue a permit authorizing such operations, without further proceedings, if 
application for such permit is made to the Commission as provided in paragraph 
(b) of this section and within one hundred and twenty days after the date on 
which this subparagraph takes effect. Pending the determination of any such 
application, the continuance of such operation without a permit shall be lawful. 
Any carrier which, on the date this subparagraph takes effect, is engaged in an 
operation of the character specified in the foregoing provisions of this subpara- 
graph, but was not engaged in such operation on September 1, 1956, may under 
such regulations as the Commission shall prescribe, if application for a permit 
is made to the Commission within one hundred and twenty days after the date 
on which this subparagraph takes effect, continue such operation without a 
permit pending the determination of such application in accordance with sub- 
section (b) of this section.” 
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Mr. Ancetu. Our present trouble has come from disagreements as 
to what Congress meant when it took out of the exemption—and thus 
left subject to Commission regulation—“manufactured products” of 
agricultural commodities. 

The Interstate Commerce Commission, in the administration of the 
law, had no serious difficulty for about the first 20 years in decidin 
the meaning of the language. In most cases prior to 1951, it rule 
as to each commodity as questions arose. On April 13, 1951, in the 
so-called Determinations case (52 M. C. C. 511), the Commission en- 
tered a comprehensive order interpreting this language as applied to 
a long list of commodities. In doing so, it held that “agricultural 
commodities” as used in this clause meant : 
products raised or produced on farms by tillage and cultivation of the soil (such 
as vegetables, fruits, and nuts), forest products, live poultry, and bees; and 
commodities produced by ordinary livestock, live poultry, and bees (such as 
milk, wool, eggs, and honey). 

In the same proceeding, it held that manufactured products of agri- 
cultural commodities include: 
those which, as a result of treating or processing, have acquired new forms, 
qualities, properties or combinations. 

Thereafter individual cases were decided by the Commission in 
accordance with such general rules, but in several Federal court cases 
pognning in 1954, ial courts reversed the Commission and applied a 
different rule, and the United States Supreme Court, upon appeal, did 
not sustain the Interstate Commerce Commission in its interpretation. 

I am sure your record is replete with citation of such cases, but I 
particularly refer to the Home Transfer and Storage case, wherein 
the United States Supreme Court affirmed November 5, 1956, the 
court below decision holding that frozen fruits and vegetables are 
“agriculture commodities” and not “manufactured products thereof.” 
In so doing, the Court has laid down its idea as to what Congress 
meant by the use of these controversial words. It substituted its so- 
called substantial identity test for the test theretofore applied by 
the Commission. 

Under this test, so long as an agriculture commodity retains its 
substantial identity, it is not a manufactured commodity, and is there- 
fore exempt from economic regulation. 

This test so applied to frozen fruits and vegetables no doubt could 
be applied to canned fruits and vegetables, where the so-called sub- 
stantial identity applies to canned fruits and vegetables as it does 
to frozen fruits and vegetables. 

The reason we favor the Smathers bill is that the Smathers bill 
would not disturb present exemption afforded farmers when transport- 
ing agriculture commodities and farm supplies as provided in clause 
4 (a) of section 203, paragraph (b) of the Interstate Commerce Act, 
nor the present exemption afforded agriculture cooperative associa- 
tions as now provided in clause 5 of section 203 (b) of Interstate 
Commerce Act, and only proposes to amend section 203 (b), clause 
(6) of said act, and only to a degree as not to directly affect the in- 
terests of the agriculture industry and, in our opinion, would not even 
affect same indirectly. The transportation that would be brought 
back under regulation would be neither by nor for the agriculture 
industry. 
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The Smathers bill would clarify these controversial words which 
‘ame about between the Interstate Commerce Commission and the 
courts. It would prevent more commodities being made exempt by the 
so-called substantial identity test as used by the courts. It would 
plac ‘e back under economic regulation by the Interstate Commerce 
Commission the more import: mnt commodities recently made exempt 
by Court order. In other words, bill would “freeze under regulation” 
those commodities not yet released by court action, in order to prevent 
the situation from getting any worse than it is and to put back under 
regulation or to roll back only those important commodities more 
recently made exempt by the courts. By means of such rollback the 
law would apply to the transportation which was subject to regulation 
for many years before the recent court decision. 

The bill would not make subject to regulation the truck trans- 
portation of unprocessed grain or fruits and vegetables or hay or 
livestock or live poultry or any of the many other commodities which 
were exempt over the years under the law as it was administered by 
the Commission before the above court decisions. It would merely 
preserve the situation substantially as it was before the Commission 
rule was upset. 

As a result of the sudden release of truck transportation of these 
substantial identity commodities from economic control or regula- 
tion, chaotic conditions are steadily developing not only in the trans- 
portation of these agriculture products, but to a growing extent in 
their marketing and distribution and in the prices received by the 
producer and those paid by the consumer. 

The Smathers bill would not disrupt the continued truck transpor- 
tation of these substantial identity commodities as has developed since 
said court decisions, since the Smathers bill contains the grandfather 
clause which would allow anyone now trucking said commodities 
which the bill would roll back under Commission regulation the auto- 
matic right to a certificate or permit allowing them to continue hauling 
the same commodities as he is now hauling within and between the 
same areas or points. 

We think it is conclusive the original language in the agriculture 
exemption clause being uncertain and the court interpretation follow- 
ing, has resulted most detrimental to our welfare and best economy, 
as well as to rail carriers and other regulated carriers, and for this 
reason and the facts hereinbefore stated, we urge that the principles 
of the Smathers bill, S. 2553, be enacted into law. 

Thank you. 

Mr. Rogers. Mr. Angell, thank you very much for your statement 
and your comments. 

Let me ask you 1 or 2 questions. What, in your opinion and from 
your experience, would be the result if nothing were done at this time 
as the matter now stands ? 

Mr. Anceti. Well, as my statement, shows, if nothing was done it 
creates a bad situation for the frozen-food industry because of the 
reasons Mr. Ray Harron stated, because frozen foods require a high- 
class refrigeration and since the court’s decision involving frozen 
foods, they have just not expanded any. In fact, they are not keeping 
up the operations as they expected to. 

We went through a period of 10 years educating both the railroads 
and trucklines as to the type of refrigeration they would have to 
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produce, and they did it. After it was running along fine that. Holmes 
case did knock the props out of the frozen-food industry andhas 
affected them economically in certain markets and has made their 
service a little irregular. 

If you left the frozen food exempted, then what happens to canned 
oods? The same principles applied in the Holmes case to frozen 
oods would apply to canned goods. Neither the frozen-foods nor 

canned-goods industry want exemption. They want it regulated. 

Mr. Rocers. You feel that expansion of the exemption to the rails 
would have no effect on settling the problem as it should be settled ? 

Mr. ANcetu. No; I donot. 

Mr. Rocers. Do you think it would create more chaos ? 

Mr. Ancety. No. 1, if the rails had the fullest exemptions granted 
the trucks there are certain movements they could not take care of. 

As to these items, though, that the courts have expanded, they were 

heavy rail tonnage movements and I say that if they continue on 
frozen foods and some of those items I think, as the honorable Con- 
eressman remarked, to give them the same shake, they should be 
privileged for exemptions or otherwise to get back into that business. 

Mr. Rogers. But it would not solve the problem and as a matter 

of fact do you not think it would create a rate war ? 

Mr. Anceti. I am afraid you would get back to the 1880's if you 
made too many exemptions. 

Mr. Rogers. Thank you very much, Mr. Angell, for your contribu- 

tion to the solution of this problem. 

Mr. Ancrniy. Thank you, sir. 

Mr. Rocers. Our next witness is our colleague, the Honorable Coya 

Knutson, Congresswoman from Minnesota. 


STATEMENT OF HON. COYA KNUTSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mrs. Knurson. Mr. Chairman, may I respectfully request that the 
committee in its consideration of H. R. 5823, retain honey on the list 
of exempt commodities. I urge this action because of the unique 
nature of this commodity. 

Regardless of the type or shape or packaging of honey, this com- 
modity is always the same product as when it is gathered by the bees. 
Nothing is added. Nothing is taken away. 

Our honey industry is most important from a pollination standpoint 
in agriculture. The industry is fighting for its very existence because 
of losses sustained from insecticides in many areas. The honey in- 
dustry cannot absorb any further increases in freight: costs which 
would result from the removal of honey from the exempt list. A 
favorable decision is vital for this industry. 

My State of Minnesota came very close to being top honey-produe- 
ing State in the Nation this year. “Honey is therefore of the greatest 
importance to us. The industry has been built up over a long period 
and any injury to it of the nature of unfavorable action in this case 
might be irreparable. 

I respectfully request that these remarks be made a part of the rec- 
ord of your consideration of H. R. 5823. 

Mr. Roeers. Thank you, Mrs. Knucson. 
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Our next witness is our colleague from the State of Maine, the ] 
Honorable Clifford G. McIntire. ” 
STATEMENT OF HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE int 

IN CONGRESS FROM THE STATE OF MAINE i 


Mr. McIntime. Mr. Chairman, and members of this committee, H, cul 
R. 5823 would serve to restrict or eliminate some of the exemptions | 5!V 
from the Interstate Commerce Act presently enjoyed by certain of 
haulers of agricultural commodities. I oppose it for reasons both 
specific and general. mc 

My specific objections relate to the adverse effects this legislation of 
would have on poultry products and grain commodities—two products | of 
very important in Maine’s agricultural economy. 

Live poultry is listed as one of the commodities qualifying for ex- let 
emption under this bill’s provisions, but there is a conspicuous absence , 
of any reference to processed poultry products. ect 

Mr. Chairman, under this bill processed poultry would be con- of 
sidered a manufactured product. s effect, then, this legislation is . 
designed to nullify what has already been established by the courts ag 
as in the Harwood case—that processed poultry is an agricultural an in 
not a manufactured product, and that, as such, it is eligible for ex- 
emption from the regulatory provisions of the Interstate Commerce th 
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Now is it very consoling to observe that live poultry is provided for no 

in this bill, for it is clear that this is, in essence, restrictive legislation. . 

} It intends to roll back some of those exemptions presently in effect. th 

It should be remembered that marketing in the poultry industry it 

necessitates many stops at many places. This bill would serve to m 
interfere with this very vital aspect of poultry marketing by curtail- 

ing or terminating multiple-point deliveries, for the industry would fr: 

be forced to rely on common carriers, and these carriers do not normally th 

make these kinds of stops. Exempt haulers, on the other hand, can In; 


be used very efficiently for poultry marketing, for they are able, and to 
generally willing, to stop at numerous points in poultry’s marketing 
process. to 

Grain commodities would, it appears, qualify for exemption under 

the general provisions of H. R. 5823. Immediately, however, in the ha 
light of the bill’s language, one is led to wonder what would be the 
precise effect on these commodities. 

The bill states that the exemption for specified agricultural com- ii 
modities shall be in effect for that period of time when they are beings 
hauled “from the point of production to a point where such commod- 
ities first pass out of the actual possession and control of the producer.” 

Subsequently, in the bill, the “point of production” appears to be 
adequately defined, but not so the “primary market.” In the absence, 


. then, of a more precise definition as to what constitutes a primary cil 
. market, it appears that this would have to await a later administra- 16 
, tive determination. Until such an administrative interpretation was sh 

forthcoming, those handling grain commodities would be left to 7m) 
wonder whether the primary market was the first stop along the road fo 
where the commodity changed hands or some other undetermined an 


place of exchange. 
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Mr. Chairman, as I object to this bill because of the aforementioned 
reasons, so do I object to it on general principles. 

For one thing, it would, by requiring hauling by common carriers, 
interfere with an essential vital to the handling of agricultural com- 
modities, a swift transfer from the farmer’s field to the consumer’s 
market. This is particularly true with relation to perishable agri- 
cultural commodities like fruits and vegetables where, through exces- 
sive handling and circuitous routing, there would be a resultant loss 
of time that would cause great or total commodity depletion. 

Exempt carriers have, historically, proven their ability to accom- 
modate this essential of rapid marketing. Theirs is a flexible program 
of operation, one that is not encumbered by those rigid requirements 
of routes and schedules associated with common carriers. 

There is another consideration involved here; namely, that of out- 
lets for agricultural commodities. 

It is axiomatic that if agricultural commodities are to have any 
economic worth, they must be marketed. And the greater the number 
of outlets, the greater is this worth. 

It is because of this that much of today’s effort in coping with our 
agricultural problem is directed toward expanding existing markets 
in order to accommodate surplus farm commodities. 

The legislation being considered here today would interfere with 
the expanding of agricultural outlets. It would, instead, perform to 
shrink these markets by eliminating the transportation element that 
now act to serve them, the exempt hauler. 

In summary, then, the bill would hurt the farmer, the processor, 
the exempt hauler, and the consumer. For the farmer and processor, 
it would result in higher costs and lower income, for the exempt hauler 
in his elimination, and for the consumer in somewhat higher food costs. 

What beneficial objective this bill is designed to accomplish, I 
frankly, do not know. However, I am sure of this: An enactment of 
this bill into law would unmistakenly result in hampering or destroy- 
ing certain commercial complexes that have saveed vitally essential 
to the economic health of agriculture. 

I earnestly urge this committee to give unfavorable consideration 
to H. R. 5823. 

Mr. Chairman, and members of this committee, I deeply appreciate 
having this opportunity to submit my statement. 

Mr. Rogers. Thank you, Congressman McIntire. 

We will hear next from Mr. Ernest Falk, manager of the Northwest 
Horticultural Council, Yakima, Wash. 


STATEMENT OF ERNEST FALK, MANAGER, NORTHWEST 
HORTICULTURAL COUNCIL, YAKIMA, WASH. 


Mr. Fax. I am the manager of the Northwest Horticultural Coun- 
cil with offices at 1002 Larson Building, Yakima, Wash. The council 
is composed of the following organizations of fruit growers and 
shippers in Washington and Oregon : Washington State Apple Com- 
mission, Winter Pear Industry, Hood River Traffic Association, Med- 
ford Pear Shippers Association, Wanatchee Valley Traffic Association, 
and Yakima Valley Traffic Association. 
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The member traffic associations are composed of growers, packers, 
marketers, and shippers of deciduous fruits in their respective areas, 
The council represents the growers of practically 100 percent of all 
apples and in excess of 90 percent of all other deciduous fruits grown 
commercially in the two States, totaling approximately 9,000 growers, 
Thousands of employees are engaged in growing, harvesting, and 
preparing the fruit for shipment. 

We wish to express our very strong opposition to H. R. 5823. This 
bill, if enacted into law, would eliminate the privilege of transporting 
our fruits from packinghouse to terminal market via exempt trucks. 

The present exemption is an absolute necessity if we are to obtain 
needed transportation service to permit adequate and full distribu- 
tion of our fruits, Detailed statements showing the extent of the 
use of exempt carriers by the fruit and vegetable industry will be 
made by the national associations. 

We concur with the statements of the United Fresh Fruit and 
Vegetable Association and the International Apple Association. We 
should like to supplement those statements by a brief reference to 
our local situation. 

This council represents almost all commercial apple and _ pear 
growers and shippers in the States of Washington and Oregon. Our 
annual shipments will average 40,000 carload equivalents by rail and 
by motor carrier. About one-third of our shipments move by truck 
and two-thirds by rail. Almost all of the truck shipments move under 
the agricultural exemption; some of these are by certificated carriers 
who declare the equipment “exempt” for that trip. 

The railroads and certificated trucks do not have suflicient equip- 
ment to adequately and efficiently transport and distribute our ae 
ucts. Even with the large sant of exempt trucks, we at times are 
faced with a shortage of equipment. 

We need the flexibility of service and route provided by exempt 
carriers which operate under the authority of section 203 (b) (6). 
Any restriction, upon the territory which the exempt haulers are 
presently able to serve, would place a very heavy burden upon our 
industry. 

Passage of H. R. 5823 would seriously cripple our industry. Perish- 
ables must be moved when they are ready for shipment. If railroad 
cars are not available, and obviously they would not be available to 
handle the increased movement if the exempt trucks could not oper- 
ate, sales would be lost for lack of transportation and perishables 
would spoil. 

The Aexibility allowed through the use of exempt carriers, and 
which cannot be provided by the certificated carriers, is essential to 
the proper distribution of perishable fresh fruits and vegetables. 

We respectfully urge that there be no limitation of ‘the agricul- 
tural exemption which would reduce the supply of trucking equip- 
ment necessary to move fresh fruits and vegetables or which aaa 
restrict the areas said carriers presently may serve and that H. R. 5823 
be rejected. 

Mr. Rogers. Thank you, Mr. Falk. 

Our next witness is Mr. Warren H. Wagner, attorney at law, Wash- 
ington, D. C., representing the Oscar Mayer & Go., Geo. A. Hormel 
& Co., John Morrell & Co., and the Rath Packing Co. Mr. Wagner, 
you may proceed. 
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STATEMENT OF WARREN H. WAGNER, ATTORNEY AT LAW, WASH- 
INGTON, D. C., ON BEHALF OF OSCAR MAYER & CO., GEO. A. 
HORMEL & CO., JOHN MORRELL & CO., AND THE RATH PACKING 
co. 


Mr. Waener. H. R. 5823 is a bill to amend section 203 (b) (6) of 
the Interstate Commerce Act, having to do with description of com- 
modities which are exempt from motor-carrier regulation. 

The views we express on this bill are those of Oscar Mayer & Co., 
Geo. A. Hormel & Co., John Morrell & Co., and the Rath Packing 
Co.—packers operating meatpacking plants at Austin, Minn.; Fort 
Dodge, Ottumwa, Estherville, and Waterloo, lowa; Fremont, Nebr.; 
Madison, Wis.; Mitchell, Madison, and Sioux Falls, S. Dak.; Dallas 
and Amarillo, Tex.; Philadelphia, Pa.; and Los Angeles, Calif. 

These packers are not among the so-called Big Four. 

We are opposed to H. R. 5823 because that bill would exempt motor 
carriers handling ordinary livestock— 
from the point of production to a point where such commodities first pass out 
of the actual possession and control of the producer * * * 

That means that only the first move of cattle and sheep would be 
exempted. 

Some livestock is bought at point of production, resulting in pass- 
ing out of possession and control of the producer at point of produc- 
tion. And some livestock is born at one point, moves to another for 
grazing, moves to another for fattening, and sometimes more than 
that, each time passing from possession, control, and ownership of 
the prior holder. 

In all of the transfers cited in the last two sentences, the livestock 
would not be exempt. Therefore, the bill would not be adequate to 
protect either the livestock producer or the meatpacker. 

We are in favor of having fresh, frozen, dressed, or eviscerated 
poultry placed under regulation. There is direct and active compe- 
tition between poultry and meat. Both commodities are sold com- 
petitively in the supermarkets and retail stores in all parts of the 
country. 

The production of poultry has increased at a much higher rate 
in recent years than has the production of meat. According to the 
American Meat Institute, the trend has been as follows: 

Meat and lard production: 1952, 23,000,000,000 pounds; 1957, 26,- 
900,000,000 pounds; inc rease, 16 percent. Poultry production: 1952, 
4. 200,000,000 pounds; 1957, 5,400,000,000 pounds; increase, 28 percent. 

Last year poultry production increased to 16.5 percent of the com- 
bined production of red meat and poultry. That figure was obtained 
from a United States Department of Agriculture publication known 
as The Livestock and Meat Situation, issue of November 1957. 

The Interstate Commerce Commission in many formal cases involv- 
ing freight rates on meat and poultry has held that there is active 
competition between the commodities and that they are comparable 
from a transportation standpoint. ee eae Hormel & Co, v 
Atchison, T. & S. F. Ry. Co., 263 I. C. C. 9, 51.) 

Both meat and poultry are shipped long distances to reach con- 
sumer markets of the country; therefore, transportation cost becomes 
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an important factor in the pricing of the commodities. Because poul- 
try is exempt it moves at much lower transportation charges than those 
paid on meat. 

For example, Georgia poultry moves by truck to Minnesota for $250 
a load or less, whereas a truckload of meat shipped by the Hormel Co, 
from Minnesota to Georgia carries freight charges of $527.87. That 
truckload charge of $250 for transporting Georgia poultry to Minne- 
sota represents the actual experience of the Hormel Co. in handling 
exempt loads on their own truck equipment. 

Thus the meatpacker pays the truckers’ higher transportation 
charges on his products in order to make up the loss involved in 
bringing exempt poultry into the markets of the country. 

Meat is sold on extremely low margins—the American Meat Insti- 
tute figures show that the 25-year average profit per pound of meat 
is about three-fourths of a cent on each dollar of sales. 

National City Bank publications show that the return and margin 
on sales of meatpacking is at the bottom of the list of various indus- 
tries. 

Any transportation disadvantage incurred by the packers seriously 
affects the production and sale of meat and livestock. 

Another example to illustrate the lower transportation charges 
on poultry is to compare the costs of shipping a truckload of meat 
from the Midwest to California with a return of California poultry, 
The freight cost for moving the meats west is over $900 a load, 
whereas poultry shipped eastbound averages about $600 a load. 

Sight should not & lost of the fact that poultry shippers are able 


to pass any transportation savings on to the supermarket or retailer 


where meat is sold in competition with poultry. All we ask is that 
each competitor pay its own proper freight bill. 

The Department of Agriculture points out that the truck rates 
charged by carriers during 1956-57 were approximately 33 percent 
below the 1952 rates on fresh poultry and 36 percent below the 1955 
rates on frozen poultry, in the face of a rising general level of regu- 
lated truck and rail rates on all commodities. (Marketing Research 
Report No. 224, pp. 1 and 66.) In contrast, the rail rates on com- 
modities generally have been increased over 55 percent since 1952; 
and on meats and packinghouse products the rail rates have in- 
creased 115.6 percent since 1946. (Interstate Commerce Commission 
statistics. ) 

The United States Department fo Agriculture on March 19, 1958, 
released a comprehensive study on interstate trucking of poultry. 
(Marketing Research Report No. 224.) On page 8 of the report it 
is shown that fresh poultry shipped in interstate commerce increased 
126 percent during the 5-year period 1953 through 1957. 

On page 50 of the report are shown the advantages to the poultry 
shipper of exempt hauling of poultry. 

nversely, these advantages to the poultry shipper, in terms of 
freight rates and otherwise, become serious disadvantages to the com- 
petitive meatpacker. 

On page 60 of the same document it is reported that poultry proe- 
essors admit that the removal of exemption would increase the cost 
of their transportation. 

There is no doubt but that meat is paying much of the transporta- 
tion costs for hauling exempt poultry. That competitive disadvan- 
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tage should be removed and the commodities placed on a more equal 
competitive basis. 

By giving the Commission authority to regulate dressed poultry, 
a fair and competitive basis of rates can be made to prevail. Doubts 
should be removed and the intent made more specific, and further 
widening minimized. 

Weearnestly urge consideration of the above views. 

_Mr. Rogers. Thank you, Mr. Wagner. We are glad to have those 

views. 

The next witness is Mr. Ken Dunham, traffic manager, Heggblade- 
Marguleas Co., San Francisco, Calif. 

Mr. Dunham, we will be glad to hear from you at this time. 


STATEMENT OF KEN DUNHAM, TRAFFIC MANAGER, HEGGBLADE- 
MARGULEAS CO., SAN FRANCISCO, CALIF. 


Mr. Dunnam. We are sales agents for many large and small growers 
and shippers of fresh tree fruit and table grapes in the States of 
California and Arizona. We ship annually approximately 3,000 
exempt hauler-truck shipments. 

This fruit is not owned by our company, but we do have full control 
of the traffic, and the results of our efforts reflect directly back to the 
growers we represent. This is in keeping with the original intent of 
Congress when the Agricultural Commodities Exemption Act, section 
203 (b) (6), was formulated—to enable the farmer to market his 
poner which is subject to peak movements without being hampered 

y regulation. 

If the exemption were amended as proposed in House Resolution 
5823, it would cripple the successful marketing of California and 
Arizona produce. We must have freedom of movement without regu- 
lation to successfully market our growers’ fruit. The regulated car- 
riers have tried to handle this traffic and have failed because of 
regulation and union difficulties. 

he bulk of our truck shipments are made up of numerous varieties 
of fruits and vegetables of many growers grown in an area comprising 
many hundreds of miles. 

Any legislation which would force this movement into regulated 
channels, would mean that it would die. The regulated carriers don’t 
want it and if they were induced to accept it, the cost of the trans- 
pecans would be so excessive that the returns to the grower would 

e below the cost of production. 

If House Resolution 5823 were adopted it would foster private 
transportation to escape regulation, resulting in inequities, confusion, 
and chaos in the transportation of California and Arizona fruits and 
vegetables. 

ur job is to successfully market our growers’ fruit. But to do so 
we must have freedom of movement as allowed by the agricultural 
exemption in its present form. We urgently request that no amend- 
ment be made of section 203 (b) (6) of the Interstate Commerce Act 
insofar as unprocessed or unmanufactured agricultural commodities 
are concerned. 

Mr. Rogers. Thank you very much, Mr. Dunham. 

We will hear as the next witness, Mr. L. C. Parker of the Coit 
Ranch, Inc., Mendota, Calif. 

26170—58——24 
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STATEMENT OF L. C. PARKER, COIT RANCH, INC., MENDOTA, CALIF, 


Mr. Parker. Gentlemen, the above-named firm, Coit Ranch, Inc., is 
a volume shipper of California cantaloups to eastern markets and de- 
sires to file a written statement in opposition to H. R. 5823. 

While it is no doubt true that the railroads are facing a deteriorat- 
ing situation, it is most difficult, at this time, for any shipper of per- 
ishable produce to sympathize with the railroad’s plight because of 
their gross mismanagement, and we say mismanagement as policy 
comes from the top down, in determination of rate policies during the 
several years following World War II. 

During the postwar boom years the railroads enjoyed a tremendous 
volume of business other than shipments of perishable produce. Com- 
pletely ignored was the fact that produce shipments rolled at all times 
regardless of the economic situation of the country and that such 
shipments were actually the bread and butter account of the railroads. 

Never have more deaf ears been turned toward the appeals of the 
produce industry than during the period of successive increase upon 
increase effected by the railroads, both in freight rates and refrigera- 
tion charges. 

While piling up further rate increases during the last 2 years, the 
railroad industry has been emphatically warned by the produce ship- 
pers that rail services had now been priced out of our market and 
above the cost of transportation offered by the largest and profitably 
operated common carrier trucklines. 

In a system of free enterprise it makes no difference whether one 
sells rail service, refrigerators, or mousetraps. If any one industry 
continues over a period of years to ignore the factor of competition 
and prices itself entirely out of the market without consideration for 
the welfare of its patron, then certainly its business will be lost Lo a 
competitor as a result of gross mismanagement. 

We have read the statements of railroad presidents before the Sen- 
ate subcommittee in recent hearings and it is interesting to observe 
the excuses presented for the rail carriers’ inability to meet the com- 
petition of exempt produce haulers; such statements as, “simple jus- 
tice requires equality of opportunity—to permit the industry to exert 
its proven competitive advantages,” and, “the UP and other railroads 
are prevented by law from making competitive rates.” These excuses 
are offered in high-sounding phrases but how can such statements be 
uttered in the face of the continued demands, year after year, for 
increased freight rates, demonstrating that there was no desire to 
meet competition. 

In further contradiction to the railroads’ claims of restrictions pre- 
venting their meeting competitive rates, after realizing that the barn 
door has been open for some time and the horse gone, they have now 
been very active to put into effect reduced rates on higher minimum 
loads. Why couldn’t this reduced rate have been accomplished more 
timely for the welfare of both shipper and carrier? 

The foregoing statements no doubt indicate a sentiment of bitter- 
ness on our part for the rail carriers in the present state of affairs 
but such are our sentiments following the many years of absolute 
lack of moving consideration for the perishable produce shipper’s 
economics by the rail carriers and their present flurry to eliminate 
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the competition which forces them to do some sound business rea- 
soning. 

So that you will realize there is justification for our sentiments and 
that fair competition should not be eliminated in produce transporta- 
tion, we ask you to observe a few of the many appeals that we have 
directed to rail industry officials over the past few years and which 
appeals and warnings had no effect upon such officials but for them 
to price their services out of our market. 

The correspondence is attached hereto and we urge you to read 
sach of these letters as they constitute a historical record of strenuous 
appeals made to railroads for the survival of our particular segment 
of the produce industry during a period when the rails were only 
concerned with demands for increased rates. 

The several letters pertain to a situation where the carriers were 
granted an additional increase in freight rates and refrigeration 
char ges and also placed into effect a 12.8-percent increase in a ing 
Ww eight for our standard shipping package. No shipper complained 
that the weight of the package should not .. changed. 

However, “increased freight rates were being granted upon the basis 
of revenues and the additional revenue due to the change in weight 
factor was simply a windfall to the carriers. 

Ultimately, relief was sought in an application (docket 4123) for 
a reduced rate at a higher minimum loading of 29,000 pounds, which 
arrangement actually “produced approximately $35 per car increased 
revenue to the carriers. Shipper’s application was declined. Please 
note paragraphs 3 and 4 (exhibit E) attached, wherein the standing 

rate committee recommends declination of application 4123 on the 
contention that a 29,000-pound load for cantaloups is impractical. 

However, follow ing final declination of shippers’ proposal by little 
more than a year’s time the carriers have all jumped in to close the 
barn door and place in effect reduced rates with new minimum load- 
ings for our commodity as high as 40,000 pounds. 

Gentlemen, if the handling of just this one situation, which has 
been the ty pic al rate policy for the past several years, it is misman- 
agement on the part of the carriers we are at a loss to name it. 

“We urgently appeal for your opposition to H. R. 5823 as the rail- 
roads have clearly demonstrated to the produce shipper that they 
have no sincere regard for his welfare and will ultimately force him 
out of transcontinental shipping as we know it today ‘unless fair 
competition is available to force rail carriers to use sound judgment. 

(The letters referred to follow: ) 


ExHipsit A 
Corr Ranou, INc., 
Mendota, Calif., March 25, 1954. 
Mr. K. G. CARLSON, 
F.T.M., Union Pacific Railroad, Omaha, Nebr. 

Dear Sm: We refer to report on application B-749 by the standing rate com- 
mittee of the TCFB. The application covers shipper’s proposal to adjust freight 
rates on melons to compensate for the pending increase in estimated weights. 
You no doubt know that the committee recommended that the application be 
declined. 

It seems to us that the standing rate committee has resorted to technicalities 
in reasoning their action while sidestepping the obvious results to follow as a 
matter of course—a windfall of revenue to the carriers painfully extracted from 
the shipper’s diminishing profits. With today’s packing and shipping costs, the 
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increase in freight charges involved of almost 25 cents per crate can be the 
earnings in a profitable season or spell disaster in seasons of oversupply—a 
situation the melon-shipping industry presently faces with greatly increased 
acreage as a result of the severe cut in allotted cotton acreage. 

Our appeal to you is urgent and should be so considered for the welfare of the 
earrier as well as the shipper. It is certain that interstate shipments of 
eantaloups by motortruck will show a marked increase if the already over- 
burdening cost of rail freight is further increased. 

The Canadian Board of Transport Commissioners in their recent refusal to 
earriers for an increase in freight rates expressed the view that the railroads 
were getting to the point where they were pricing goods out of the field of 
transportation. Such a viewpoint is certainly realistic and we respectfully ask 
you to give like consideration to the shippers’ position in the matter of rate re- 
duction as set forth in application B-749. 

Yours very truly, 
L. C. Parker, Trafic Manager. 


ExuHIsit B 
Corr Rancu, INc., 
Mendota, Calif., April 2, 1956. 
Mr. M. F. EpBROOKE, 
Chairman, Transcontinental Freight Bureau, 
Chicago, Ill. 

Dear Sire: Thanks for your letter of March 26 advising that the executive 
committee had declined shipper’s proposal B-749. 

We do not agree with your statement that mature consideration was given 
to this matter. It certainly is not mature judgment in any business to price 
oneself out of the market, which, along with recent rate and refrigeration in- 
creases, the rails have now done in their action of approving increased weight 
for cantaloups without a compensating reduction in rates. 

It has always been more costly to ship from California by motortruck but now 
we will be able to lay cantaloups into most of the terminals via established 
trucklines at less than rail rates and I am sure there should be no question in 
anyone’s mind as to which transportation we will use. 

Because of the action taken by the executive committee, this firm for the 
first time in its experience is now negotiating with one of the large trans- 
continental truck common carriers for the movement of a substantial portion 
of its 1,000 plus cars of cantaloups to move this year. 

Yours very truly, 
L. C. PARKER, 
Traffic Manager. 





Exuisit C 
Corr Rancu, INc., 
Mendota, Calif., March 26, 1956. 
Mr. R. EH. Drummy, 
Freight Traffic Manager, 
Union Pacific Railroad, Omaha, Nebr. 

Dear Mr. DrumMy: Reference TC Application D-—9738, to increase estimated 
weights of cantaloups shipped in jumbo crates, also shipper’s application B-749 
requesting a compensating adjustment in rate to offset the increased charges, 
we have been informed that the executive traffic officers committee, meeting in 
Chicago March 21, was to approve the increased weight application, D-9733, 
and decline shipper’s application B—749. 

We refer to our letter to you of December 13, 1954, setting forth our reasons 
for protesting any such action as the executive traffic officers committee has 
undertaken in this matter. Our position today is still the same except that the 
unfavorable circumstances are now considerably emphasized by the recent in- 
creases in refrigeration and freight charges. In addition to those increases, 
for the carriers to now grab (and that would be the only name for it) an addi- 
tional 12.8 percent in freight charges would be a body blow to the California 
melon shippers who have just survived (some didn’t) two consecutive disastrous 
seasons, mostly for the reason that the cumulative cost of delivering a canta- 
loup to the eastern housewife, of which the cost of freight and refrigeration is 
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greater than all others combined, is more than the housewife will pay. We 
are not manufacturers or the steel industry which tacks increased freight 
charges onto a ton of steel and we trust the carriers will not be so shortsighted 
while we are flat on our backs as to kick us in the teeth and force us to become 
more friendly to the motortrucks. 

In case the gentlemen of the executive traffic officers committee have not 
used their respective pencils, we wish to point out that should our freight 
charges be increased by 12.8 percent, shippers of the San Joaquin Valley will be 
able to deliver cantaloups by motortruck carriers to most major terminals at 
approximately rail rates and with the short truck schedules there should be 
no question in anybody’s mind as to the obvious results. 

The writer recently made a trip through the Rio Grande Valley of Texas and 
expected to see a shipping operation somewhat similar to what we have in 
California but was absolutely amazed to see rusty rails alongside the packing 
sheds and only an occasional car of produce being shipped in contrast to the 
numbers of motortrucks spotted at each packing shed. The matter is squarely 
up to the carriers whether they desire to see the same situation on the cantaloup 
sheds of California. This firm has laid considerable groundwork in truck 
shipments to eastern terminals; and 1955 season deliveries as distant as Boston, 
guaranteed fifth-morning delivery, were excellent arrivals. We are prepared 
to move a major portion of our 1,000-plus cars by motortruck carrier during 
the 1956 season should the carriers make such transportation on a volume basis 
attractive to us by increasing their charges in the manner above mentioned. 

Yours very truly, 
L. C. Parker, Trafic Manager. 


Exuisit D 
DECEMBER 13, 1956. 
W. T. Burns, 
Vice President, Union Pacific Railroad, Omaha, Nebr. 
W. T. PEOpPLEs, 


Vice President, Southern Pacific Railroad, San Francisco, Calif.: 


Reference shippers application TCFB Docket 4123 dated September 4, 1956, 
proposing reduced rate with increase in minimum weight to 29,000 pounds for 
melons (except watermelons) shipped from South Pacific coast territory, under- 
stand traffic executives at meeting in Chicago today decided to submit proposal 
to vice presidents of western lines for wire vote with reply not later than 
December 17. 

The 1956 increase of 13 percent in estimated weights for cantaloup shipments 
was a drastic blow to melon shippers when added to the increases in rates and 
refrigeration charges and resulted in unprecedented motortruck movement of 
the Westside melon crop, particularly by the large trucklines whose hauling 
charges are now less than rail freight charges for delivery of cantaloups to 
markets as far east as Detroit. 

Approval of a new minimum for melons of 29,000 pounds at a reduced rate, as 
shown in exhibit B docket 4123, will reduce to shippers most of the additional 
cost incurred by the increased weight and will also result in approximateley $35 
increased revenue per car to the carriers, which certainly seems reasonable and 
desirable. 

We have built our 1,200-car volume around rail shipments and earnestly 
desire to support rail movement of our melons, as it is the most practical means 
of distribution. We urgently request your favorable vote to shippers’ proposal 
4123 so that we will not be forced to motortrucks as a cheaper means of trans- 
portation and also for the very important reason that we may deliver our 
product to the consuming public at a more attractive price, as the increased rail 
freight charges are definitely placing melons in a luxury class, which means a loss 
of market to shippers and a loss of volume to the carriers. 

This firm has always patronized your line practically 100 percent in routings, 
and we will certainly appreciate your favorable consideration of our position in 


this case. 
Corr Rancu, Inc., Mendota, Calif. 





368 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


Exuisir E 


If any reduction in rates were to be made from California it would be neces- 
sary to carry rates from Arizona and the Imperial and Palo Verde Valleys 
10 cents less than the rates from California in compliance with the Commission’s 
order in docket 27879 and related cases, 235 ICC 511 and 238 ICC 251. 

The Southwestern Lines have requested consideration of this proposal by 
the Executive Committee-Western Traffic Association in the event of affirmative 
action and have also issued SWFB Pro. 79258, dated September 21, 1956, 
ealling for reduction in the rates from the Southwest on cantaloups shipped in 
containers 1152 or 5103 to offset the increased estimated weights referred to 
above. 

While the minimum carload weight proposed by the proponent in the present 
application is 29,000 pounds the evidence previously submitted as to actual 
loading, as was brought out in the petition for suspension, and the carriers’ 
reply shows that, for example, a standard load of cantaloupes packed in con- 
tainer 1152 consists of 288 crates, which on basis of the new estimated weight 
of 88 pounds would total but 25,344 pounds, or considerably short of the pro- 
posed 29,000-pound minimum; further that shipments packed in this container 
comprised the principal part of the movement. A 29,000- or 30,000-pound mini- 
mum could only be attained on honeydews packed 640 crates to the car at 
48 pounds estimated weight. 

From these figures the Committee concludes that there would be compara- 
tively few instances in which 29,000 pounds could be loaded in standard equip- 
ment with. proper ventilation and refrigeration and without damage. 

The increase in the estimated weights was made in order to bring same in 
line with the actual average weights secured under supervision over an exten- 
sive representative period of time and which were admitted to be correct. 

While fully recognizing that this action resulted in increasing the charges 
per crate and per car on melon shipments, and also that the industry finds it 
difficult to compete in the markets, the Standing Rate Committee is not pre- 
pared to recommend any reduction in rates, particularly under present condi- 
tions, to offset publication of these estimated weights, and we recommend that 
the application be declined. 

M. F. EpBrooke, Chairman. 


ExuHipi? F 
Coir RANcH, ING., 

Mendota, Calif., April 19, 1956. 

Mr. PB. J. LARSON, 
Freight Traffic Manager, Southern Pacific Co., 
San Francisco, Calif. 

DraR Mr. Larson: Thanks for your letter of April 16 reference the subject 
of increased estimated weights for cantaloupes. We shippers are all aware 
of the carrier’s obligation, as pointed out by you, to assess charges on the 
weight of articles shipped, which point is held up to us by all carriers with 
whom we discuss this matter. 

It is not now a question of the legality of any actions by which the carriers 
have increased our costs of hauling melons. It is a plain and simple plea to 
the carriers for our survival but it seems that the carriers are more interested 
in the legal aspects of tariffs than in our welfare or their future business. 

Should we be saddled with the additional charges now facing cantaloupe 
shippers, this firm will be very hostile to the approach of any carriers bemoaning 
their loss of tonnage and revenue to the truckers and soliciting our business. 
Mature consideration of the carriers should dictate keeping the barn door 
closed. 

Yours very truly, 
L. C. PARKER. 

Mr. Rogers. That is the last witness we have listed. 

We have a list of groups and individuals who wish to file state- 
ments. I am going to read these at the present time. 

The Members of Congress will be the Honorable William Langer, 
Senator from North Dakota; the Honorable LeRoy Anderson of Mon- 
tana; the Honorable A. L. Miller of Nebraska; the Honorable Lester 
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Johnson of Wisconsin; the Honorable Gracie Pfost of Idaho; the 
Honorable Charles O. Porter of Oregon; the Honorable Joe M. Kil- 
gore of Texas; and the Honorable Hal Holmes of the State of 
Washington. 

We have letters from the Western Growers Associ ation, the Associ- 
ated Seed Growers, Inc., the American Seed Trade Association, and 
the Pacific Dairy and Poultry Association. 

The chair understands that there are others but the statements of 
those named will be included in the record and made part thereof. 

(The documents referred to follow :) 


UNITED STATES SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
April 28, 1958. 
Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: I have received a telegram from Mr. Wallace Dahl, 
Fargo, which reads as follows: 

“Honey producers in Cass County very much oppose bill H. R. 5823, dealing 
with changing regulations that now apply to the exemption of farm commodities. 
This bill is going before the House Interstate Commerce Committee April 23. 
I would very much appreciate your opposition to this bill.” 

This is forwarded to you for your attention and information. I wish to join 
my constituent in the views he has expressed to this legislation. 

y good wish and kindest regards, I am, 
ibasepeiy 
WILLIAM LANGER. 


ALEX MARTIN HoNEY FARMS, 
Hardin, Mont., April 21, 1958. 
Hon. LeRoy ANDERSON, 
House of Representatives, Washington, D. C. 


DE AR CONGRESSMAN ANDERSON: I would like to draw your attention to bill 
H. R. 5823. This legislation is being considered in the House of Representatives 
with S caethen to be held before the Transportation and Communications Sub- 
committee of the House Committee on Interstate and Foreign Commerce. 

The adoption of this bill would alter the rules applying to transportation of 
agricultural products and would put a high freight rate on western agricul- 
tural products. The producers of honey are among those who would be ad- 
versely affected by this change in freight shipping. I, therefore, urge you as 
my Congressman and representative from our far western State of Montana 
to oppose any change in regulations now applying to agricultural commodities. 
sill H. R. 5828 is objectionable and wholly unacceptable to agriculture. 

A favorable decision is vital to our western honey producers as well as other 
branches of farming. Your support will be most appreciated. 

Yours truly, 
A. A. MARTIN. 


CHINOOK, MONT., 
April 20, 1958. 
Hon. LeRoy ANDERSON, 
House of Representatives, Washington, D. C. 

Dear Mr. ANDERSON: It has been called to my attention that there is a possi- 
bility that in a review of the list of agricultural commodities exempt from ree 
lation by the House Interstate Commerce Committee at a hearing on April 23, 
1958, honey may be removed from the list. The whole future of the honey 
industry is threatened if this is done. 

Let me give you some of the background data. Honey is an agricultural 
product in the strictest sense. Its importance was demonstrated by the fact 
that during World War II we had an A-1 priority for the purchase of materials 
and equipment. The value of pollination alone warrants special attention as 
the current nut crop in northern California is a failure this year, due to the 
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fact that they had 16 successive days of rain during the pollination period and 
the bees were unable to do their work. Untold damage has been done to fruit 
orchards and truck gardens for the same reason. 

In the past year, when other agricultural products have made a rise in price, 
the price that I received for my honey crop was 1% cents per pound lower than 
the preceding year. At the present 12-cents-per-pound price, I am operating 
at rockbottom. The proposed removal from the exemption list would mean 
another drop of 1 or 1%4 cents per pound which would put the selling price of 
honey too close to the cost of operation for the beekeeper to make a profit. 

As you can see, the honey industry is being seriously threatened and we would 
appreciate anything you can do to keep us in business. Please keep me in- 
formed as to any developments pertaining to this matter. Thank you. 


Sincerely yours, 
H. H. Harwoop. 


STATE oF NEBRASKA, 
BuREAU OF PLANT INDUSTRY, 
Lincoln, April 21, 1958. 
Congressman A. L. MILLER, 
House of Representatives, 
Washington, D. 0. 

DEAR CONGRESSMAN : I am writing this letter urging your support in an effort 
to keep honey on the list of exempt agricultural commodities. Beginning April 23, 
hearings are to be held before the House Interstate Commerce Committee, con- 
cerning honey and other commodities. Honey is truly an agricultural crop the 
same as corn, wheat, milk, etc. 

The honey industry is having a pretty rough time of it at the present time. 
Costs of production keep going up while the price of honey is slowly going down. 
Today with the use of modern insecticides in many areas the beekeepers are 
having tremendous losses. The honey industry just cannot absorb any further 
increases in freight costs which would result from honey not being included in 
the exempt agricultural list. 

Honey is always the same as when gathered from the bees, regardless of the 
type or shape of the package or container. Nothing is added nor is anything 
taken away. Honey should remain on the exempt list regardless of the type of 
container. 

Bees are very important in pollinating many of our agricultural crops. We 
would certainly hate to see any rate increase that would undoubtedly cause some 
of our struggling beekeepers to go out of business. Won’t you lend your support 
to the plight of the beekeeper? Help keep honey on the exempt list of agricul- 
tural crops. 

Your efforts will be greatly appreciated. 

Thanking you, I am, 


Yours very truly, C.J.W Chief 
. J. WALSTROM, : 


WHITEHALL, W1s., April 22, 1958. 
‘Congressman LESTER JOHNSON, 
Washington, D.C.: 

Understand hearings scheduled before the Transportation and Communications 
Subcommittee of the House Committee on Interstate and Foreign Commerce, 
April 23, 24, and 25, on H. R. 5823, to discontinue exemptions for certain agri- 
cultural products from ICC truck rates. Freight rates are now too high for 
agricultural products, especially on honey in any form. 

Please act to keep honey in any form on the exempted list. The honey industry 
is now fighting for its very existence with high costs. Low support prices creating 
a low floor and no export subsidy without having the added burden of higher 
transportation cost. Because of comparable low income young men are not enter- 
ing the business of keeping bees. With added costs this condition will be aggra- 
vated, losing to the Nation many thousands of colonies of bees in endangering 
the pollination services the bees perform for many agricultural crops. 

H. A. SCHAEFER. 
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IpAHO PoTaTo PRODUCERS ASSOCIATION, INC., 
Idaho Falis, Idaho, April 14, 1958. 
Hon. Gracie Prost, 
Representative from Idaho, 
House Office Building, 
Washington, D. C. 

DEAR REPRESENTATIVE Prost: This has reference to H. R. 5823, a bill by Mr. 
Harris to further amend section 203 of the Interstate Commerce Act. 

This legislation is intended to further limit the agricultural exemptions on. 
our commodities which move by motor vehicles. It would limit the exemption 
for application only “from the point of production to a point where such com- 
modities first pass out of actual possession and control of the producer.” 

So far as the transportation of potatoes is concerned, this clause would 
eliminate our present exemption. The producer loses actual possession and 
control as soon as the potatoes arrive at the shippers warehouse where they 
are washed, graded, and packaged for sale. 

The exempt hauler is an important factor in the transportation and distribu- 
tion of Idaho potatoes. The constantly increasing rail freight rates have ma- 
terially disrupted our competitive position in relation to other production areas, 
and have priced us out of the market in certain competitive areas. The agri- 
cultural exemption has been of material assistance in getting some recent ad- 
justments in rail freight rates. These downward adjustments were made in an 
effort to regain lost tonnage to the motor vehicles. 

Our board of directors passed a resolution on April 10, opposing this bill, and 
requested the support of our congressional delegation in actively working toward 
defeating it. We sincerely request that you will support our position, and will 
do everything in your power to see that it is defeated, should it come to a vote 
in the House. 

Will appreciate receiving any comments you care to make, or if additional 
information would be of value to you, we would be happy to supply it. 

Very truly yours, 
M. O. STRATFORD, 
Executive Manager. 


Aprit 10, 1958. 
Congressman CHARLES O. PORTER, 
House Office Building, 
Washington, D. C. 

Dear Mr. Porter: The broiler growers of the State of Oregon have been 
concerned for some time with the problem of broiling and frying chickens being 
shipped into Oregon from Southern States under an exempt freight rate that 
is about half of the published ICC rate. 

These birds that are being shipped in have been processed and prepared for 
cooking and are a far cry from a raw agricultural product, yet by Supreme 
Court decisions they have been classified as coming under the exempt freight 
rate that applies to raw agricultural commodities. 

The problem that the Oregon broiler growers are concerned with is that prob- 
lem which is created when the large producing areas of the South have an over- 
production. When this occurs, they use Oregon as a dumping ground, and the 
exempt freight rate gives them an additional cent to 2-cents-a-pound advantage in 
addition to the advantages that they have already in the price of feed grains 
and their tremendous volume production. 

It is our understanding that Senator Smathers’ Committee on Surface Trans- 
portation is now in the process of holding hearings on this problem, and any 
help that you could give us in making our position known, would be a vital and 
very important move in helping the broiler industry of the State to survive and 
prosper. 

Thanks in advance for the consideration we know you will give to this request. 

Sincerely yours, 


OREGON BROILER GROWERS ASSOCIATION, 
B. J. Rogers, President. 
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Sroux Honey ASSOCIATION, 
Moore, Tex., April 21, 1958. 
Hon. Jor M. KIicore, 
Congressman, 15th Congressional District of Texas, 
Washington, D. C. 


Dear Sire: The bill H. R. 5823, applying to transportation of agricultural 
products and being considered April 23, 24, and 25 before the Transportation 
and Communications Subcommittee of the House Committee on Interstate and 
Foreign Commerce, Representative Oren Harris, chairman, is wholly unaccept- 
able to agriculture. 

I respectfully urge you to look into this matter and oppose any change in 
regulations now applying to exemption of agricultural commodities. This bill, 
H. R. 5823, now being considered, in whole would be very detrimental to 
agriculture. 

Thank you kindly. 

Yours very truly, 
Loys O. MILAM. 


Sioux Honey ASSOCIATION, 
Moore, Tezx., April 21, 1958. 

Dear Sir: The bill H. R. 5823, applying to transportation of agricultural 
products and being considered April 23, 24, and 25 before the Transportation and 
Communications Subcommittee of the House Committee on Interstate and 
Foreign Commerce, Representative Oren Harris, chairman, is wholly unaccept- 
able to agriculture. 

I respectfully urge you to look into this matter and oppose any change in 
regulations now applying to exemption of agricultural commodities. This bill, 
H. R. 5823, now being considered, in whole, would be very detrimental to 
agriculture. 

Thank you kindly. 

Yours very truly, 
JOHN MILAM. 


Moore, Tex., April 21, 1958. 

Dear Sir: The bill H. R. 5823, applying to transportation of agricultural 
products and being considered April 23, 24, and 25 before the Transportation 
and Communications Subcommittee of the House Committee on Interstate and 
Foreign Commerce, Representative Oren Harris, chairman, is wholly unaccept- 
able to agriculture. 

I hope you will look into this matter and oppose any change in regulations 
now applying to exemption of agricultural commodities. This bill, H. R. 5823, 
now being considered, in whole, would be very detrimental to agriculture. 

Thank you kindly. 

Yours very truly, 
ANTONIO R. SALDANA. 


WESLACO, Tex., April 23, 1958. 
Jor KILGorEe, 
Congressman, House of Representatives, 
Washington, D. C.: 

Referring to bill H. R. 5823 we feel like this bill is objectionable and wholly 
unacceptable to agriculture. Hope you are enjoying your honey and royal jelly 
and Mrs. Kilgore the face cream. 

AULT BEE FARMS. 


NIxoN BUILDERS, 
Mission, Tex., April 21, 1958. 
JOE N. KILGore, 
Washington, D.C. 


Dear Jor: Re bill No. H. R. 5823, local beekeepers object to the passing of 
this bill, believing that it will bring additional expense to us in marketing our 
honey. 

Sincerely yours, 
Sam J. NIXON. 
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CONGRESS OF THE UNITED STATES, 
Howse oF REPRESENTATIVES, 
Washington, D. C., April 24, 1958. 
Hon. OREN Harris, 
Chairman, Interstate and Foreign Commerce Committee, 
House of Representatives. 

Dear Mr. CHarrMAN: This morning I received letters from two honey pro- 
ducers in my district. Both are very anxious that the agricultural exemption 
from regulation by the Interstate Commerce Commission in favor of their prod- 
uct be retained. 

The two constituents I refer to are Mr. David H. Guilland, of Guilland Api- 
aries, Yakima, Wash., and Mr. William R. Sires, of Sires Bee Line Honey Co., 
Union Gap, Wash. 

I have written them that I would bring their views to your attention in con- 
nection with the hearings on H. R. 5823. 

Very truly yours, 
Hat HoLMEs. 


WESTERN GROWERS ASSOCIATION, 
Los Angeles, Calif., April 22, 1958. 
Re H. R. 5823, amending Interstate Commerce Act. 


Hon. OREN Harris, 
Chairman, Subcommittee on Transportation and Communications, House 
Committee on Interstate and Foreign Commerce, House Office Building, 
Washington, D. C. 


My Drak CONGRESSMAN: This statement supplements and reiterates the posi- 
tion of the vegetable and melon growers of California and Arizona expressed to 
you in my letter of May 21, 1957, relative to the above bill. 

Since the farmers engaged in growing fresh vegetables and melons in Cali- 
fornia and Arizona cultivate in excess of 800,000 acres of land a year and pro- 
duce nearly 40 percent of the Nation’s total of this foodstuff, involving ship- 
ments in excess of 234,000 carloads annually—over 100,000 carlot equivalents 
being transported by motor carrier—we are sure you and the members of your 
committee want to hear the voices of these producers. 

It is our belief that the original intent of the exemption afforded agriculture 
under section 203 (b) (6) of the Motor Carrier Act, 1935 (now part II of the 
Interstate Commerce Act), was to provide for rapid, flexible transportation of 
perishable products to markets without delay and hindrances caused by exces- 
sive or restrictive control by a bureau or legislative body. When this act was 
originally passed, some foods, in their present forms, were not a factor in the 
daily diet of our country. It was not then contemplated that foods which are 
subject to decay and spoilage, as are fruits and vegetables in fresh form, be 
included under this exemption. Certain processed foods can remain in an 
edible state for long periods of time but fresh vegetables or melons, regardless 
of type of refrigeration (other than freezing), can retain their freshness for but 
a brief duration. The importance and need of fresh vegetables and melons in 
the national diet already has been established by food authorities. The needs 
and importance of distributing this fresh foodstuff to the Nation’s markets by 
fast, flexible, and unrestricted transportation methods are obvious. 

The western row-crop industry has no argument whatsoever with the agri- 
cultural exemptions as already provided for our people. 

We are, however, somewhat concerned with the continual broadening of the 
exemption. We are apprehensive that if the exemption is broadened by ju- 
dicial interpretation to include various products not subject to decay and spoil- 
age, as are fresh commodities, the exemption could be expanded to the point 
where the protection originally intended for the fresh produce might be 
jeopardized. 

It has been stated that some of the exempt haulers will take a load of fresh 
produce from the west coast to eastern markets for “gasoline money.” If this 
is true, California and Arizona vegetable and melon shippers and growers have 
not met this type of trucker exactly. It is true that truck rates will vary. The 
western vegetable and melon producer, because of the perishability of his com- 
modity, cannot wait a second day in hope that he can find a trucker who will give 
him a rate lower than the trucker who is available on the day of the harvest, 
The produce flows from the field to the packinghouse and is then transported: 
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to the markets; this steady flow must be maintained at all times. There can 
be no lag, no sag, no backup of the fresh produce. If the fresh commodity had 
to be held back by the shipper for any unavoidable reason he will find himself 
with an overripe, unmarketable commodity. When a district in this western 
territory is harvesting, truck brokers throughout the West divert a steady 
supply of trucks to the area. Additionally, independent haulers are themselves, 
in general, alert to the need for motor-carrier service in the particular district. 

As has already been pointed out, trucks are responsible for moving interstate 
approximately 30 percent of the total volume of vegetables and melons trans- 
ported in fresh form from California and Arizona, and this percentage continues 
to increase. This trend toward the use of motor carrier on the part of growers 
is the result of the dire need to reduce their unit transportation costs in order 
to survive. It must be considered that the vegetable and melon producers of 
California and Arizona are remotely located from eastern markets, and the 
recurring increases in rail rates, plus the increases in labor, material, and other 
costs, has compelled growers to seek any and all means of effecting economies 
in production and transportation expenses in order to maintain production 
and/or stay in business. 

Despite appeals to the rail carriers during the past decade for a schedule of 
rates which would permit a grower to load a greater number of packages in a 
refrigerator car at a schedule of rates which would afford him a lower per-unit 
cost and which, at the same time, would bring the carrier higher gross revenue 
for that particular car, the appeals got nowhere until recently. In the mean- 
time, the grower, in order to survive, sought and found faster and more flexible 
and economical methods of getting his production to market. 

The following summary illustrates the trend in the means of transportation 
of fresh vegetables and melons which has occurred during the past few years: 


Number and percentage of rail cars and equivalent rail cars of vegetables and 
melons moving in interstate commerce from California and Arizona for the 
years 1953-57, inclusive 


Year | Rail cars Percent | Truck cars | Percent Total cars 
rn ae a | 172, 104 81.3 39, 651 18.7 211, 755 
| (Rh we  R 170, 072 80.7 40, 802 19 3 210, 874 
RE bse bald na ccdun bibkeseld oad 163, 619 78.6 44, 457 21.4 208, 076 
Ni i a ek, 153, 538 748 51, 831 25 2 25, 369 
aN as | 151, 532 69.1 67, 634 30.9 219, 166 


The United States Department of Agriculture recently released its Marketing 
Research Report No. 224 resulting from its comprehensive study of interstate 
trucking of poultry. The report says in part: 

“The interstate trucking of fresh and frozen processed poultry under the agri- 
cultural exemption clause has resulted in lower rates and, in the opinion of 
processors, improved service. Truck rates charged by carriers during 1956-57 
were approximately 33 percent below the 1952 rates on fresh poultry and 36 
percent below the 1955 rates on frozen poultry.” 

Additionally, the average trucker will seldom accept shipments of fresh vege- 
tables and/or melons from this western territory of less than a 30,000-pound 
minimum load. For nearly 10 years this association has been seeking from the 
rail carriers, a schedule of rates based on 30,000-pound minimum loads at a 
corresponding reduction in rates which would afford the shipper lower per unit 
transportation charges, as well as produce at the same time a greater per car 
revenue to the carriers than the lower minimums required in the rail tariffs. 

At the present time, the State of Arizona is in the process of the development 
of new farm acreages. New growing districts are springing up and some of 
these areas are in remote parts of the State. There are places that are not 
served by the railroad and trucks must be utilized in most instances to reach 
distant consuming markets. 

Flexibility of fast transportation of our perishable commodities to the hamlets 
as well as the metropolitan markets makes it incumbent that the exemptions 
originally intended by Congress be maintained in order to permit wide national 
distribution of this fresh foodstuff. 

It is a common occurrence in the marketing of fresh vegetables and melons 
for commodities to pass out of the actual possession and control of the producer 
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and return to the actual control and possession of the producer before the com- 
modities reach the consumer. The proposal specified in lines 10 and 11, page 1, 
and lines 1, 2, and 3, page 2, of H. R. 5823, will effect and distort existing and 
long-established trade practices and would hamper marketing and distribution 
of these perishable commodities. Western growers and shippers are strongly 
opposed to this restrictive proposal. 

The western row crop industry, as represented by the Western Growers Asso- 
ciation, is opposed to the enactment of H. R. 5823 and makes earnest appeal that 
the original intent of Congress with respect to section 203 (b) (6) of the Inter- 
state Commerce Act be preserved in order to maintain the freedom and flexibility 
of transportation to the Nation’s markets of these fresh agricultural commodities, 

Yours very truly, 
Frank W. CASTIGLIONE, 
Eavecutive Vice President. 


ASSOCIATED SEED GROWERS, INC., 
New Haven, Conn., April 24, 1958. 
Hon. OrEN Harris, 
Chairman, Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D.C. 


Dear Mr. Harris: Upon returning from a 10-day trip I find a notice from the 
National Industrial Traffic League to the effect that you are conducting hearings 
this week on H. R. 5823, a bill to amend section 203 (b) of the Interstate Com- 
merce Act which presently governs a shipment by motor carrier of agricultural 
commodities which are exempt from regulation by the Interstate Commerce 
Commission. If I understand correctly, the purpose of this legislation is to 
exempt from regulation only those agricultural products which move in their raw 
state from the farm where they are produced to the first processing plant, after 
which movement they would become the property and subject to the control of 
the buyer for the balance of their journey to the ultimate consumer. 

Since the original intent of this section of the Transportation Act was to give 
preferential treatment to farmers in the matter of transportation, I cannot feel 
that your proposed limitation would be working any hardship on the farmers 
who produce agricultural commodities. In the case of the seed business, however, 
the situation is somewhat different because of the fact that seeds are not only a 
commodity produced by farmers but farmers also make up the bulk of the cus- 
tomers who ultimately use the seeds which have been produced. It would, there- 
fore, seem that the consuming group of farmers were as much entitled to prefer- 
ential treatment in the matter of transportation as the producing group, a 
circumstance which would justify the inclusion of seeds as an exempt commodity 
all the way from the original producer to the ultimate consumer. 

Now we come to the nub of the whole matter, and that is whether the farm 
people at either end of the line really benefit from this exemption provision, or 
whether the prices they get and the prices they pay are actually based on pub- 
lished rates of the rail and motor carriers which are subject to regulation. I am 
not sufficiently conversant with operations over the whole field of agricultural 
commodities to give any factual testimony on this point but it would not surprise 
me greatly if the intermediate handlers of such products between origin and des- 
tination derive a greater benefit from the exempt provisions than the farmers at 
either end of the line. I realize that the time is too short for me to present formal 
testimony in written form but at least this will give you one man’s opinion for 
whatever it may be worth. 

Yours very truly, 
RicHarpD W. SMITH, 
Trafic Manager. 


AMERICAN SEED TRADE ASSOCIATION, INC. 
Chicago, Ill., April 23, 1958. 
Congressman OREN Harris, 
Chairman, Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. 
Dear CONGRESSMAN Harris: We have noted that H. R. 5823, a bill to limit the 


agricultural exemptions offered by motor carriers, will soon come before your 
committee for consideration. 
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Please be advised that the American Seed Trade Association is strongly op- 
posed to the elimination or modification of the present agricultural exemptions 
afforded by motor carriers. 

In view of the present unfavorable agricultural income of the Nation, it 
is extremely important that we do nothing to increase the costs of doing business 
or further restrict the income of the farmer. 

The most effective way to deal with exempt agricultural commodities is to 
extend the same privilege to all types of carriers so that they may compete with 
one another and both agriculture and the public will be benefited thereby. 

Very truly yours, 
WittiAM HECKENDORN, 
Executive Secretary. 


PaciFic Darry & POULTRY ASSOCIATION, 
Los Angeles, Calif., April 18, 1958. 
Hon. OreEN Harris, M. C., 
House Office Building, Washington, D. C. 

Dear Srr: As chairman of the House Subcommittee on Transportation and 
Communications of the Interstate and Foreign Commerce Committee, you may 
do agriculture a great favor. It is our understanding that H. R. 5828 is scheduled 
for a hearing on April 23, 24, and 25, and would amend clause 6 of section 
203 (b) of the Interstate Commerce Act by deleting agricultural products from 
exemptions that they presently enjoy. It is my understanding that your pro- 
posal would restrict these exemptions to the movement of product from the 
farm to the point of first sale. 

We believe that the measure will work to the disadvantage of agriculture if 
enacted. The United States Department of Agriculture recently completed a 
study on this subject that bears considerable significance. Their study concluded 
that exemptions provided agricultural products both provided cheaper transpor- 
tation of product and improved service. 

Our board of directors, representative of the dairy and poultry industries 
from throughout the nine Western States, has officially approved a motion in 
opposition to any narrowing of the agricultural exemptions presently provided 
within the law. Governmental restriction on agriculture today is becoming 
one of the principal objections of a free-enterprise system of agriculture. We 
are sure that you, as sponsor of this bill, will be appreciative of our western 
industries’ opposition. Please be advised that members of the dairy and 
poultry industries in the West are particularly opposed to any further regula- 
tions on tariff rates. 

Your considerations are appreciated. 

Very truly yours, 
Cari E. NALL, 
Eeecutive Secretary. 


UNITED STATES SENATE, 
COMMITTEE ON ForREIGN RELATIONS, 
April 22, 1958. 
Hon. OREN HARRIS, 

Chairman, Subcommittee on Transportation and Communications, House 
Committee on Interstate and Foreign Commerce, House of Represent- 
atives, Washington, D. C. 

Dear Mr. CHAIRMAN: My attention has been directed to the hearings which 
will open tomorrow on H. R. 5823, and I am taking the liberty of bringing to 
your attention the enclosed communications I have received from Montana 
beekeepers. 

You will note that the beekeepers desire to maintain their exempt status under 
interstate regulations as an agricultural commodity. Any consideration that 
you can give the bee industry will be most appreciated by me. 

Thanking you and with best personal wishes, I am 

Sincerely yours, 
MIKE MANSFIELD. 





' 
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Avueusta, Mont., April 21, 1958. 
Senator MrkE MANSFIELD, 
Senate Office, Washington, D. C.: 


The beekeepers of Montana would like your support in keeping honey on the 
exempt commodities list in the hearings starting April 23, before the House 
Interstate and Commerce Committee. Honey is a natural sweet just as the 
bees gather it from the flowers. Be it packaged in barrels or in 1-pound jars, 
the bee industry is important to agriculture in pollinization of fruit and seed 
crops and is fighting for its life as mounting costs of production makes it 
increasingly difficult for beekeepers to continue operation with low price received 
for their product. It would be hard for the honey industry to absorb any 
further increase in freight costs as would happen if honey is not left on the 
exempt list of agricultural products. Thanking you in advance for your sup- 
port. A favorable decision is vital to the honey industry. Please let me know 
the developments of the hearing. 

Yours truly, 
Roscoe O. GEISE, 
President, Montana Beekeepers Association. 


_—-— 


Ketso APIARIES, 
Manhattan, Mont., April 20, 1958. 


Senator MIKE MANSFIELD, 
United States Senate, Washington, D. C. 

Deak SENATOR MANSFIELD; I have recently been advised that an attempt is 
being made by the Interstate Commerce Commission to alter the rules applying 
to agriculture products which are being transported by trucks now exempt from 
ICC regulations. This change is being considered in the House of Representa- 
tives under H. R. 5823, with hearings to be held April 23, 24, and 25. 

Our honey industry is most important from a pollination standpoint to agri- 
culture and this industry cannot absorb any further increase in freight costs; 
therefore, I urgently request you to oppose any changes in regulations now 
applying to agricultural commodities. It is essential that we have your support 
to keep honey on the list of exempt commodities. 

Please keep me advised as to the developments of this hearing. 

Yours truly, 
Donatp T. KELSso. 


VEGETABLE GROWERS ASSOCIATION OF AMERICA, 
Washington, D.C., April 21, 1958. 
Hon. OreEN Harris, 
Chairman, House Interstate and Foreign Commerce Committee, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Harris: Due to my illness I will not be able to appear 
before your committee. I want to present a statement on H. R. 5823. However, 
may I call to your attention that our position on further changes in the agri- 
culture exemptions has not changed from previous positions. I quote you the 
resolution adopted by our association at its annual meeting in New Orleans 
in December 1957. 

“AGRICULTURE TRANSPORTATION 


“Modern, efficient, and economical transportation is essential to the pro- 
duction and marketing of fresh and processed vegetables. The agriculture 
exemption provisions of the Motor Carrier Act provides the necessary 
flexibility of movement and rates so essential to efficient and rapid move- 
ment of perishable vegetables. We are opposed to legislation which will 
further restrict exemptions. We are opposed to legislation which would 
require the registration of all motortrucks which cross State lines. 

“We urge the repeal of the 3-percent transportation tax, a wartime 
measure and very discriminatory in its effects.” 

I would appreciate having this letter made a part of the official record. 

Sincerely yours, 

JosEePH S. SHELLY, Executive Secretary. 
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SEABROOK Farms, Co., 
Seabrook, N.J., April 23, 1958. 
CLERK OF THE COMMITTEE, 

Subcommittee on Transportation and Communication, House Committee 
on Interstate and Foreign Commerce, New House Office Building, Wash- 
ington, D. CO. 

GENTLEMEN : Reference is made to H. R. 5823, a bill to amend section 208 (b) 
(6) of the Interstate Commerce Act. 

We are one of the largest growers and packers of frozen foods in the country, 
located in southern New Jersey, and are firmly opposed to the proposed amend- 
ment as stated in H. R. 5823. Unfortunately, time does not allow me personally 
to present our views on the subject to the subcommittee. 

Our opinions and views on the subject are a matter of record. For your 
information I am attaching a copy of my statement made before Senator 
Smathers’ Surface Transportation Subcommittee of the Senate Committee on 
Interstate and Foreign Commerce at hearings held in Washington commencing 
March 24, 1958. We respectfully request that this letter and the attached state- 
ment referred to above be made a part of the records regarding H. R. 5823. 

The views presented in this statement are much the same as would be given 
before your committee had time allowed me to be present. This statement was 
not only the opinion of my own company but that of the combined membership 
of the Eastern Freezers Association whose members are listed at the conclusion 
of my statement. These members are all substantial and well-respected com- 
panies located in the eastern half of the United States and represent well over 
an annual 200 million pounds of frozen fruits and vegetables grown and packed 
under nationally advertised and private label brands. 

In addition, I refer you to the following statements made before the same 
Senate subcommittee on the subject of amending section 203 (b) (6) of the 
Interstate Commerce Act which are all a matter of record: 


William O. Gohlke, president, Federal Trucking Co. 

George A. Dice, United States Department of Agriculture. 
William J. Augello, Jr., National Fisheries Institute, Inc. 

John R. Hargreaves, president, Delaware Poultry Industry, Ine. 
Mr. Yeary, president, Yeary Transfer Co., Inc. 


At the present time the United States Department of Agriculture is in the 
process of conducting a survey among packers, growers and haulers of frozen 
fruits and vegetables to determine the effect of the exemption on this industry. 
The results of the survey are not yet published; however, it is hoped that they 
will be published shortly. A similar survey was conducted by the USDA re- 
garding poultry. The results of the survey have been published and would 
indicate that the poultry industry would suffer untold harm if frozen poultry 
were subject to regulation. A similar situation would apply to frozen fish, I 
am quite sure. 

I would like to recommend to the committee that they await the findings of 
the USDA survey regarding frozen fruits and vegetables before they make any 
recommendations regarding H. R. 5823. The survey is being conducted on a 
very wide basis, at great expense to the Government. to dig out the true facts 
in this exempt versus nonexempt problem and should bear heavily on the 
outcome. 

With all due respect to the initiators of this bill H. R. 5823 I look upon its 
passage, in present form, as a crushing blow to all users of exempt transporta- 
tion and those individuals and companies who offer this service. It will result 
in an economic hardship on those farmers, packers, and distributors who have 
found it good business to serve the market efficiently through exempt haulers. 

I trust that the committee will study closely the special requirements of the 
whole perishable food industry in the area of transportation before deciding on 
this subject. 


Respectfully submitted. 
Joun D. KEEFE, 


Traffic and Warehousing Manager. 


STATEMENT OF JOHN D. KEEFE, WAREHOUSING AND TRAFFIC MANAGER, SEABROOK 
Farms Co. 


Mr. Chairman, my name is John D. Keefe. I am warehousing and traffic 
manager for the Seabrook Farms Co., Seabrook, N. J., producers of frozen 
fruits, vegetables. and prepared foods. 
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I have also been authorized to speak for the Eastern Freezers Association, 
whose membership consists of food processors, both large and small, located in 
the eastern half of the United States. The majority of these packers are small 
packers and are located in farming communities and process the farm products 
of local farmers for sale to large packers who market them under well-known 
brand names. These packers are commonly known as copackers in the industry. 
Attached to my written statement is a list of the membership of the association. 

The association as well as my own company are opposed to any amendment 
to section 203 (b) (6) of the Interstate Commerce Act or any interference with 
the present operation of exempt carriers. My company started operations in 
1920 when the market place was being served with practically all fresh vege- 
tables. The market served was within a 100-mile radius, to include New York 
City, Philadelpliia, Washington, and southern New Jersey towns. As the ca- 
pacity to produce vegetables outgrew the available market our company went 
into the canning business in order to serve a wider area of distribution and thus 
enable our local farmers to grow and sell more of their products. In 1930 our 
company became one of the pioneers in the freezing of vegetables. This was 
done to improve the quality of the canned product and to process a wider range 
and selection of fruits and vegetables. I wish to point out that the freezing 
of our farm products is only incidental to our farming operation. As the 
customers desire a better product we have made the necessary changes in our 
processing operation to place the product in their hands in the most acceptable 
container. Throughout this entire pattern of processing and marketing we 
have dealt with the same farmers and their progeny that we started in with 
back in 1920. The reasons for the exemption being written into the act in 19385 
are just as applicable to the marketing of food products today as they were 
back in the early days of our operation. 

A previous witness before the committee testified that the National Association 
of Frozen Food Packers was in favor of regulation of frozen fruits and vegetables 
and other items now considered to be exempt. This is no longer a fact. The 
association board of directors at its annual meeting in Chicago in February of 
this year voted to take a neutral position because of a wide difference of opinions 
in the subject by its members. In favor of exemption were those shippers who 
primarily ship by truck. Opposed to the exemption were those shippers who 
are primarily rail shippers. The reasons are rather obvious. Each form of 
transportation has its advantages—depending on the type of service desired by 
the shipper and his customers. 

Speaking for the Eastern Freezers and my own company I strongly doubt, if 
frozen fruits and vegetables were regulated again, if any of their tonnage would 
be regained by the rails. 

Shippers of frozen fruits and vegetables are finding it necessary to use trucks 
more and more to serve the market. The pattern of distribution from farm to 
market is constantly changing. We are now shipping our product direct to 
large chains, yes, even to large supermarkets who require service 2 or 3 times 
a week in |. t. |. quantities, and few if any of these points would fit into use of 
rail transportation. Prior to the advent of the chainstore and with its con- 
centrated buying power, the consuming public was served by many small “mom 
and pop stores” who in turn were served by a distributor’s truck from a cen- 
tralized distribution point who in turn received their product from warehouses 
by truck who in turn were served by rail or truck from the packer’s plant. 
Through the use of modern marketing methods made possible by the use of a 
more flexible transportation system we are eliminating many steps in the old 
distribution pattern, and thus reducing the cost of product to the consumer 
year by year, as is brought out by the records of price indexes published by the 
United States Department of Agriculture. Frozen fruits and vegetables are 
highly perishable and must be protected at all times with 0° F. temperature to 
retain their nutritive qualities, flavor, and appearance. Multiple handling, so 
often required due to regulation, does not help to maintain this constant 0° F 
temperature. On the other hand, exempt carriage with its flexibility of move 
ment can serve the shipper b°st with a minimum of rehandlings. 

A previous witness testified that the frozen-food industry could not have suc- 
cessfully grown without adequate transportation which in the beginning was 
regulated. I feel that our industry grew in spite of regulation not because of it. 
Witness a large number of packers who own their own trucks. Certainly they 
would not get into the transportation business if they were being adequately 
served by the regulated carriers. 
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In our own case we requested from the ICC statewide authority in 13 Eastern 
States for our principal carrier and were opposed by interests completely unable 
and unwilling to provide the necessary service. We lost our case and later 
formed our own private trucking fleet to serve the market and grow with the 
frozen-food industry. Ever since World War II there has been a drastic short- 
age of frozen-food cabinet space in the stores, yet since World War II frozen- 
food sales have continued to grow in spite of the shortage of cabinet space. I 
feel that this situation compares favorably to the position of the regulated truck 
and rail carriers who say they made it possible for the frozen-food industry to 
grow. 

Service and equipment have definitely not deteriorated as a result of the 
exemption. We at Seabrook and all of our fellow members of the Eastern 
Freezers apply strict requirements to the equipment of exempt carriers. This 
procedure forces the inferior equipment off the road. Since we have been ship- 
ping exempt, and we have used exempt carriers since the Supreme Court ruling 
on the Home Transfer case, we have had to turn away fewer trucks because of 
inadequate insulation and refrigeration and our claims for loss and damage are 
practically nil when compared to the claims filed during regulation when we 
were forced to use carriers whose service and equipment were not always reli- 
able. I believe that sufficient testimony has been offered by others before this 
committee to prove that equipment and service under exemption are adequate 
for shippers’ needs. We must continue to have the right to determine who will 
haul our products if we are to maintain adequate protection of our products to 
the ultimate consumer. 

Frozen fruits and vegetables and frozen prepared foods are highly perishable. 
They require specialized equipment to haul them. They require careful atten- 
tion during loading and unloading and during transit. It takes drivers who 
work with these commodities day in and day out to give them the protection 
they need to insure safe delivery. Exempt truckers have proven, through their 
experience, that they are capable of this job. The drivers themselves in many 
cases have a very large financial investment in the equipment and their sense of 
responsibility is increased thereby. We find that the general commodity car- 
riers who perform refrigerated service do not measure up to the service extended 
by the exempt carriers in this respect. I can visualize no advantage to the large 
segment of the general public from the regulation of frozen fruits and vege- 
tables. I can only visualize that it will help to insure the investment of a rela- 
tively few regulated carriers while it will serve to disrupt marketing channels, 
cause greater expense to the packer, poor service, and thus slow down the growth 
of the frozen-food industry which will result in the closing down of many of our 
packing plants who are dependent on the flexibility of the exempt carrier to 
market their products. 


EASTERN FREEZERS ASSOCIATION 


Brock Co., Inc., Philadelphia, Pa. 

Coastal Foods Co., division of Consolidated Foods Corp., Cambridge, Md 
Consumers Ice & Supply Co., Lebanon, Pa. 
Consumers Packing Co., Lancaster, Pa. 

Curtice Bros. Co., Rochester, N. Y. 

Draper’s Frozen Products, Inc., Milton, Del. 
Dulany Frozen Foods, Fruitland, Md. 
Frankenmuth Frosted Foods Co., Saginaw, Mich. 
Great Lakes Growers, Inc., Lake City, Pa. 
Humboldt Foods, Humboldt, Tenn. 

Nittany Packing Co., Oak Hall Station, Pa. 
Pennsylvania Frosted Foods, Southampton, Pa. 
Seabrook Farms Co., Seabrook, N. J. 

Shoreland Freezers, Inc., Salisbury, Md. 
Southern Packing Co., Baltimore, Md. 

Southland Frozen Foods, Ine., New York, N. Y. 
Trappe Frozen Foods, Trappe, Md. 

Winter Garden Co., Inc., Knoxville, Tenn. 

Winter Garden Freezer Co., Bells, Tenn. 
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YAKIMA, WasH., April 23, 1958. 
Hon. OREN Hargis, 

Chairman, Subcommittee on Transportation and Communications, House 
Committee on Interstate and Foreign Commerce, House Office Building, 
Washington, D.C. 

We are transportation brokers serving motor carriers of exempt agricultural 
commodities. In connection with H. R. 5823 may we point to the disruption of 
rapid transportation that will result if 480,000 trucks now hauling fresh fruits 
and vegetables from packinghouse to market are legislated off the road by 
placing these commodities under the control of the Interstate Commerce Com- 
mission. 

Certified carriers do not have the equipment or the know-how to handle mil- 
lions of tons of fresh fruits and vegetables nor do they have the desire to handle 
them except at those times when high-priced freight is not available. If the 
haulers of exempt commodities are legislated out of business approximately 
900,000 men will lose their jobs and 480,000 trucks will be thrown on a market 
that is already oversaturated. Confusion and terrific loss will result to workers, 
truckers, and fresh fruit and vegetable farmers. Vegetable growers are stag- 
gering under losses from frosts and floods and fruit farmers are suffering from 
low prices. We plead that you give these industries consideration at the same 
time you are trying to smooth the way for our competitors. 


THE QUICKS TRANSPORTATION BROKERS. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 24, 1958. 
Hon. OREN HArrIs, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D. C. 


DeaAR CHAIRMAN Harris: Mr. Tom Manikowski, of Wahpeton, N. Dak., has 
expressed concern over H. R. 5823, which could have adverse effect on a seg- 
ment of North Dakota agricultural production. 

I am enclosing a copy of a telegram I have received from him, which I would 
appreciate having brought to the attention of your committee and made a part 
of the record. 

With kindest personal regards. 

Sincerely yours, 
OTTO KRUEGER, 
Member of Congress. 


WAHPETON, N. DAK., April 23, 1958. 
Representative Orro KRUEGER, 
House of Representatives, 
Washington, D. C.: 

North Dakota in unfavorable competitive position if bill H. R. 5823 adopted. 
State honey production in any form cannot bear increased freight costs. Please 
advise results of hearing. 

ToM MANIKOWSKEI. 


STATEMENT OF E. W. MORRISON, PRESIDENT OF THE MorRRISON MiLiine Co., DEN- 
TON, TEX. ' 


My name is Edward Walter Morrison. I have worked continuously in flour 
milling since January 1912. I have had long experience and broad responsi- 
bilities in management and sales for both large and small mills. I am not a 
lawyer. I am the organizer, president, and principal owner of the Morrison 
Milling Co., of Denton, Tex. The Morrison Milling Co. is small business. It 
was chartered May 29, 1936. It owns and operates in Denton, Tex. a flour 
mill of 1,440 hundredweight daily capacity, a corn mill of 350 hundredweight 
daily capacity, a small feed mill, and grain storage of 1,060,000 bushels total 
capacity. Seventy-four percent of its capital stock is owned by the Morrison 
family. At book value, the Morrison family has invested therein approximately 
$440,000, or about three-fourths of total family resources. p 
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The Morrison Milling Co. operates in interstate commerce. It supports H. R. 
5823 because its business life and the investment of its stockholders is threat- 
ened with destruction by the upward impact on the cost of raw material, and 
the dislocation of its competitive position with respect to domestic and export 
flour markets occasioned by the greatly reduced and variable rates, charged by 
unregulated truckers for the transport of wheat from Oklahoma-Texas origins 
to the gulf, and by the railroads’ actions in meeting truck rates whereby reduced 
rates are applied to wheat but not to products of wheat. 

Flour mills are widely scattered throughout the United States. Most States 
domicile one or more flour mills. The States which produce wheat on a com- 
mercial scale usually have located therein several flour milling plants. 

The flour milling industry has been built up along the railroads, who were 
relied upon to carry wheat to the mill and products from the mill, on a basis 
of through rates from points of origin to points of consumption, based on in- 
transit milling and storage privileges. Flour mills therefore have been located 
at points which gave the miller wide areas from which to draw wheat supplies, 
and broad market areas in which to sell his products. Wheat rate structures 
have been so built throughout the years that definite relationships between 
origin of wheat, milling centers, and points of consumption have been histori- 
cally established and maintained. East of the Rocky Mountains wheat and 
wheat products move generally in an eastwardly or southwardly direction, and 
west of the Rocky Mountains the movement is generally westwardly toward 
the centers of population for consumption, and the ports for export. 

The general movement of wheat and wheat Products is from point of origin 
through the milling location to the point of consumption of the products, and 
historically the rates on wheat and flour have been one and the same in cents 
per hundredweight. 

When by congressional action in 1949, there was exempted from ICC control 
the movement of agricultural products by motortruck, immediately there began 
growing an unregulated trucking industry participated in on a part-time or 
full-time basis by many truckowners who engaged largely in the transport of 
wheat from points of origin to the best attainable markets. 

Being wholly unregulated, the many truckowners so engaged compete with 
one another for the business of hauling wheat. There is no established rate. 
The truckers bid for the business. Never do they ask a rate equal to that 
charged by railroads, for then the railroads would get the business. Competi- 
tion between the truckers frequently drives rates down to the lowest figure 
that any trucker can bear. When there is much grain to be transported, and 
available trucks are busy, the rate charged is higher than when there is little 
grain to be moved, and many trucks are idle. The trucker’s rates also vary 
by the trucker’s ability to get backhauls from the point to which he delivers the 
grain. Sometimes the law is violated or evaded and products not exempt from 
ICC regulation are transported for hire on backhauls. 

The United States produces annually nearly 170 percent of its domestic con- 
sumption requirements of wheat for food, feed, and seed. While the surplus 
production is frequently stored for years by the Commodity Credit Corporation 
under the price support program, eventually all surpluses must be exported in 
one form or another. 

The science of economics teaches the obvious fact that whenever any com- 
modity is in surplus production, the price obtainable for the surplus at its mar- 
ket places fixes the price on the whole. Translated to the situation affecting 
~vheat prices and flour millers’ costs, this means that the price of wheat at the 
port of exportation fixes the price on the whole of the crop, subject of course to 
the influence of the price support program, which so far as concern wheat 
producers; affect equally Wheat consumed domestically and that exported. 

The prices which wheat exporters pay at the port for wheat reflect prices 
at which sales can be made to foreign buyers, plus subsidies paid under the 
support program for wheat exportation, less the freight and other charges from 
the port to foreign destination, and less the exporter’s profit. The price so de- 
termined is the price which the exporter bids for wheat and his bid price, less 
the cost of transportation from the origin to the port fixes the price of wheat 
at point of origin. 

The effect on origin prices of exemption from ICC control on the movement 
in interstate commerce of wheat, in small degree began immediately to make 
itself felt in a higher cost of wheat at origin points in the States of Oklahoma 
and Texas, because both States produce wheat in large quantity and are close to 





es et eo na ~« 


cctct Of S| ot 


3a e-em ocenatwrr owanm 


fs} 


INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 383 


the ports of Houston and Galveston, from which large quantities of wheat are 
exported annually. 

This upward influence on wheat origin costs grew in importance as more un- 
regulated truckers engaged in the business of hauling wheat, and became of 
vital importance to all flour mills in Texas and Oklahoma when on September 
10, 1957, the railroads made effective wheat export rates excluding products of 
wheat, which were 9 to 16 cents per bushel under the rates charged for domestic 
movements of wheat or wheat products, or for the movement of wheat products 
from the same points of origin to the same ports for export. 

Before these reduced rail rates on wheat only for export were established, 
the influence of unregulated truck movements at variable rates affected only a 
minor portion of the wheat produced by Texas and Oklahoma, but thereafter 
all wheat produced in these States became subject to an upward influence in 
origin prices. Further, when lowered rates are not applied to wheat products 
then the Texas and Oklahoma miller is placed in a hopeless competitive condi- 
tion, whether he seeks outlets for his manufactured products domestically or 
through export channels. 

For when the Texas and Oklahoma miller undertakes to use wheat originat- 
ing in Oklahoma and Texas and seeks domestic markets, the application of 
domestic rail rates applicable on wheat and products, to the higher cost of 
wheat at Oklahoma-Texas origins which have been raised 9 to 16 cents per 
bushel by the effect of lowered rates from origins to ports for export and 
applying to wheat only; then the Texas and Oklahoma miller has incurred 
higher raw material costs for his products at all points of domestic consump- 
tion, also for export, than are experienced by mills located in the States of 
Colorado, Kansas, Nebraska, and Missouri, all of which are large producers 
of wheat and in which are located many flour mills of great total capacity. 
(Kansas produces more flour and grows more wheat than any State in the 
Union. ) 

The Texas and Oklahoma miller is handicapped by higher wheat costs even 
when serving points of consumption in Texas and Oklahoma, if he uses Texas 
and Oklahoma origin wheat, for when there is applied to wheat’s higher origin 
cost in Texas and Oklahoma, the domestic rates applicable, his raw material 
costs are made higher at destination than the cost of Kansas wheat at same 
destination. 

We have given much thought to this situation in which we now find ourselves. 
We cannot absorb the higher wheat costs which are increased thereby from 
9 to 16 cents per bushel. Our northern competition will not let us add these 
increased costs to our selling prices, and our flour customers will buy elsewhere 
before they will pay them. If the Morrison Milling Co. is to live and operate 
in this location, the existing freight rate situation must be changed to preserve 
historic relationships between wheat and its products and between origin of 
wheat, milling points, centers of flour consumption, and ports for export—which 
historic relationships have been distorted destructively by congressional exemp- 
tion from ICC control of movements by motortruck of agricultural products. 

The congressional exemption from ICC control of motor transportation of 
agricultural products has been expanded by court decision and administrative 
rulings, to extend to a great variety of products, many times as applying be- 
tween products and agricultural commodities, there are existing complete incon- 
sistencies and discriminations. Further, when the railroads are given right to 
meet unregulated truck rates, resulting effect eventually will be to exempt even 
rail movements of agricultural commodities and many processed products made 
therefrom. If continued, such trend will return transportation to the days of 
the jungle existing before ICC was created. During that period abuses were 
so prevalent and so discriminatory between shippers and consumers that public 
opinion demanded regulation. 

Unless Congress acts to preserve a rate structure which maintains the his- 
toric relationship between points of origin of wheat, milling centers, consum- 
ing markets, and ports of export, inevitably there will result a violent disloca- 
tion and relocation of flour mills, which will destroy present investments of 
mill owners, and will create chaos and ruin for many in this vital industry. 

In this statement we have dealt mostly with the situation confronting Okla- 
homa and Texas millers, but the effects of preserving the exemption from ICC 
regulation for motortruck transportation of agricultural products, are not con- 
fined to this area, they apply to many other areas, particularly to those which 
are most adjacent to the ports. Such adverse effects will eventually apply 
nationwide. The time for remedy is before the disease kills the patient. 
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It is our firm conviction that in the public interest, all transportation of 
goods in interstate commerce for hire must be made subject to interstate com- 
merce regulations, excepting only that movement of agricultural products from 
the farm to the first primary market. 

The Morrison Milling Co. supports H. R. 5823. 













SOUTHEASTERN PusLic SERVICE Co., 
New York, N. Y., May 2, 1958. 





Hon. OrEN Hargis, 
Chairman, Transportation and Communications Subcommittee, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Harris: On behalf of Southeastern Public Service Co., 

and its subsidiaries, we are submitting this letter in support of H. R. 5828. 

Southeastern Public Service Co., through its subsidiaries, Railways Ice & Service 

Co., Royal Palm Ice Co., Southern Texas Ice & Service, Inc., and Western Re- 

frigeration Co., operates approximately 70 plants in the Colorado, Florida, Illi- 

nois, Kansas, Missouri, Montana, New Mexico, Ohio, Oklahoma, Tennessee, Texas, 

and Utah. These plants are engaged in manufacturing and distributing ice to 

fishermen, growers, shippers, railroads, and truckers for use in transporting 

perishables of all kinds, including seafood, fruits, and vegetables, as well as 

operating cold-storage facilities. Southeastern and its subsidiaries are deeply 

concerned with the welfare of both the producers of perishable agricultural 
commodities and the carriers who deliver those commodities to market. 

i The question of agricultural exemptions from the Interstate Commerce Act 

| has been extensively developed in the hearings of your subcommittee on H. R. 

4 

1 





















5823. We hope to avoid burdening the record with a discussion of matters 
already covered. However, we wish to advise you of the conclusion we have 
reached regarding these agricultural exemptions in the course of our business 
associations with persons engaged in the production and transportation of 
agricultural commodities, 

Southeastern Public Service Co. and its subsidiaries strongly favor the en- 

actment of H. R. 5823 because we believe that judicial interpretation of section 
203 (b) (6) of the Interstate Commerce Act has stretched the agricultural 
exemption far beyond the intent of Congress. The resulting situation discrim- 
inates against the regulated carriers of our national transportation system and 
; contributes to the weakened financial condition in which those carriers now 
4 find themselves. 
The Subcommittee on Surface Transportation of the Senate Committee on 
Interstate and Foreign Commerce on May 1, 1958, released a report on the 
“Problems of the Railroads.” At page 17 of that report, the subcommittee 
stated: 

“Attempts have been made to demonstrate that the benefits of the agricul- 
tural exemption accrue to the farmer in the form of increased income. 
These attempts are not convincing to the subcommittee, and it appears that 
others than farmers are receiving benefits.” 

Those receiving most of the benefits from the present situation are the non- 
regulated, “gypsy” truckers who can choose their own time, place, and terms 
for competing with the regulated carriers. While the regulated carriers must 
operate under published rates, within limited areas of operation, and in com- 
pliance with well enforced safety requirements and regulations for the pro- 
tection of commodities shipped; the nonregulated, “gypsy” carriers can vary 
their rates as they wish, can go where they want, and are often in a position 
to evade the scrutiny of ICC safety inspectors. The nonregulated truckers may 
add flexibility to the transportation system, but it is a flexibility which Congress 
has ruled out for other carriers because of the need for order. They may also 
provide lower rates, but this is because they are able to avoid the obligations 
of regulated carriers. 

In short, the advantages offered by the nonregulated carriers result solely 
from the fact that other carriers are regulated. Not only is it unfair to allow 
this exempted group to profit thus from the regulation of other carriers, but 
it séems unwise to do so because their profit is made at the expense of the 
economic health of the system which Congress has sought to protect and im- 
prove, and on which all shippers, including farmers and fishermen, must funda- 
mentally depend. 
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Chairman Freas of the Interstate Commerce Commission has testified that 
the present situation is seriously damaging the regulated carriers by diverting 
an ever increasing amount of traffic to the nonregulated carriers. This not only 
deprives the regulated carriers of much needed revenues, but discourages them 
from expanding their facilities and improving their equipment. The Senate 
subcommittee on page 17 of its report of May 1, 1958, on the “Problems of the 
Railroads” concluded that: 

“* * * Jarge and ever growing volumes of important traffic have been diverted 
to the exempt truckers and the diversion continues. The impact upon the 
regulated carriers is already serious; and the erosion of further classes of 
traffic is threatened by the trend of administrative and judicial determinations 
expanding the scope of the exemption. 

“* * * Tt is important that the trend be halted before the position of the 
regulated carrier is more seriously impaired.” 

Southeastern Public Service Co. and its subsidiaries believe that H. R. 5823 
is a proper means of halting this trend. It will remove the unfair compe- 
tition which has arisen and which is damaging our national transportation 
system, and it will at the same time preserve the special treatment of farmers 
and fishermen in the area of demonstrated importance to them—the delivery 
of their produce toits primary market. 

For these reasons, our company urges your subcommittee to recommend that 
section 203 (b) (6) of the Interstate Commerce Act be amended as proposed 
in H. R. 58238. 

It is respectfully requested that this letter be included in the printed record 
of the hearings of your subcommittee. 

Very truly yours, 
CHARLES J. GREGORY, 
President. 
CHARLES F. DUGAN, 
Vice President and Secretary. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., May 2, 1958. 
Hon. OREN HArrRIs, 
Chairman, Transportation and Communication Subcommittee, House Inter- 
state and Foreign Commerce Committee, House Office Building, Wash- 
ington, D.C. 

DeaR Mr. Harris: In connection with the hearings by your committee on 
H. R. 5823, the Chamber of Commerce of the United States favors a change in 
the law regarding the exemption of agricultural commodities from transporta- 
tion regulation. 

We think it is important that the present exemption be continued to permit 
farmers, nurserymen, and fishermen the necessary flexibility to move their 
products to the market place. However, a reasonable cutoff point should be 
established which will place the movement of commercially processed commodi- 
ties into regulated channels. 

Accordingly, the chamber recommends a clarification of section 203 (b) (6) 
of the Interstate Commerce Act, which would specify that the agricultural 
exemption should not apply to commercially processed articles in which the 
initial owner—farmer, nhurseryman, or fisherman—has no direct interest in 
either the transportation or the transportation costs. It should also be limited 
to domestic commodities. 

This recommendation reflects chamber views carefully developed by a com- 
mittee composed of recognized leaders in the transportation field, plus shippers, 
investors, and students of transportation. It was approved April 30 by the 
delegates to the chamber’s 46th annual meeting. These delegates came from 
all sections of the country, representing all types of business activity. 

This approach would be more likely to achieve the proper objective of this 
agricultural exemption than would the approach posed in H. R. 5823. 

Cordially yours, 
CLARENCE R. MILEs. 
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STATEMENT FROM THE FLORIDA FRUIT AND VEGETABLE ASSOCIATION, ORLANDO, FLA. 


The departments of agriculture of six Southeastern States today were on 
record in recommending that no change be made in the agricultural exemptions 
currently contained in section 203 (b) (6) of the Motor Carrier Act. 

This action was taken formally by the Agricultural Transportation Commit- 
tee, composed of representatives of the departments of agriculture of Alabama, 
Florida, Georgia, Louisiana, North Carolina, and Tennessee, at a recent meeting 
in Montgomery, Ala., where important issues relating to transportation of agri- 
cultural commodities generally, and those affecting these States particularly, 
were discussed. Dewey C. Wayne of North Carolina, committee chairman, in 
commenting upon details of the meeting, said one of the most important issues 
facing agriculture today is the attack upon the motor-carrier exemption. He 
said “notwithstanding the very controversial aspects of this particular matter, 
insofar as this committee is concerned there was unanimous adoption of a motion 
eo no change should be made in section 203 (b) (6) of the Motor Carrier 

ct.” 

Mr. Wayne further stated the committee is prepared to act immediately upon 
the agricultural exemptions and any other issue whenever conditions and devel- 
opments so require. 

Mr. Wayne also was pleased to announce the cooperation and counsel of the 
respective State public service commissions, and the Freight Rate Service Branch 
of the United States Department of Agriculture. 


LYBRAND AND MorRGAN, 
Oklahoma City, April 22, 1958. 
Hon. JoHN JARMAN, 
United States House of Representatives, Washington, D. C. 


Deak JoHN: Kindly advise the appropriate members of the Transportation 
Subcommittee hearing testimony on H. R. 5823, regarding the removal of the 
exemption on agricultural commodities on grain, of the strong opposition of the 
Enid Board of Trade. The board’s membership operates 64,627,000 bushels of 
elevator storage capacity at Enid. Included within its membership is Union 
Equity Cooperative Exchange, whose headquarters are at Enid, comprising 
45,000 farmer-producer members operating an additional 135 country elevators 
in Oklahoma and northern Texas, with a storage capacity of 34,859,000 bushels. 
This cooperative’s storage at Enid it 50,300,000 bushels. 

Railroads are abandoning service to the smaller communities including coun- 
try grain origins. In two illustrations, bridge washouts are not being repaired, 
and the lines are being abandoned. Reliance is being placed on truck movement 
not only from the country elevators (after the grain leaves the farmer-producer 
control) to the storage points such as Enid, but in the movement from not only 
eountry elevators but interior storage points (such as Enid) to gulf ports for 
export. 

The grain harvest is a seasonal peak operation requiring, demanding, and 
necessitating all modes of transportation, and particularly the itinerant uncer- 
tificated transporters specializing in the transportation of agricultural com- 
modities. Their prominence and importance is ever increasing in this section. 

We believe that a removal of the agricultural exemption on grain would have 
serious adverse effect upon the farmers, the producers, and the processors of 
grain and grain products located within the State of Oklahoma, of which Enid 
is representative. They assure the availability of boxcars for loading and 
responsive service during harvest period. 

Respectfully submitted. 

Max G. MorGAN, 
Attorney for Enid Board of Trade. 


STATEMENT ON BEHALF OF THE NATIONAL Live Stock PRODUCERS ASSOCIATION, 
THE AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION, AND THE NATIONAL WOOL 
GrRoweERS ASSOCIATION, BY LEE J. QUASEY, COMMERCE COUNSEL, IN OPPOSITION 
To H. R. 5823 


My name is Lee J. Quasey. I am commerce counsel of the National Live Stock 
Producers Association and submit this statement on behalf of that association 
and the American National Cattlemen’s Association and the National Wool 
Growers Association. 
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The National Live Stock Producers Association is a cooperative representing 
555,000 livestock producers and feeders and is composed of 22 cooperative live- 
stock associations that are engaged in selling and buying livestock for their 
members and patrons on over 86 livestock markets and other points throughout 
the country. Its principal office is located at 189 North Clark Street, Chicago 2, 
Iu. 

The American National Cattlemen’s Association is a voluntary nonprofit or- 
ganization of cattlemen and State associations of cattlemen representing the 
industry with membership principally in 22 States west of the Mississippi River 
and in the Gulf States, and with individual members in Michigan, Iowa, Minne- 
sota, South Carolina, and Virginia, with its principal office at 801 East 17th 
Avenue, Denver 18, Colo. 

The National Wool Growers Association is a voluntary nonprofit service or- 
ganization sponsored and supported largely by woolgrowers’ associations of the 
States of Arizona, California, Colorado, Idaho, Montana, Nevada, Oregan, Texas, 
Utah, Washington, western South Dakota, and Wyoming, with some individual 
members in other States. Its principal office is located at 414 Crandall Build- 
ing, Salt Lake City 1, Utah. 

There three national livestock associations are opposed to any change in the 
agricultural commodities exemptions and particularly to the provisions proposed 
in H. R. 5823. 

The National Live Stock Producers Association has, pursuant to a long-estab- 
lished policy, strongly favored keeping motor vehicles used for transportation 
of livestock exempt from restrictive regulations as to areas within which such 
vehicles may operate, and exempt from regulation of the rates and other re- 
quirements incident thereto. 

Similar positions are maintained by the other livestock associations referred 
to. The American National Cattlemen’s Association, at its 61st annual con- 
vention held at Oklahoma City, Okla., on January 6-8, 1958, adopted the report 
of its transportation committee that stated in part: 

“We are opposed to legislation of the character embraced in * * * H. R. 
5823, agricultural exemptions * * *.” 

The National Wool Growers Association at its 98d annual convention held at 
Phoenix, Ariz., on January 20-23, 1958, adopted the following resolution relating 
to motor-vehicle exemption : 

“We recommend that section 203 (b) (6) of the Interstate Commerce Act 
governing the exemption of motor vehicles transporting livestock, wool, and 
other agricultural commodities be continued as at the present time.” 

This statement is directed only to ordinary livestock as affected by the pro- 
posed amendment to section 203 (b) (6) contained in H. R. 5823, the pertinent 
part of which reads as follows: 

(6) Motor vehicles used in carrying property consisting of ordinary live- 
stock * * * from a point of production to a point where such commodities 
first pass out of the actual possession and control of the producer * * *.” 

This provision is repugnant to the right of freedom of contract because it 
makes the exempt status of a shipment dependent upon whether or not title had 
passed from the original owner. 

Furthermore, an attempt to apply such a restriction on the transportation of 
livestock by motortruck would be wholly impractical, create confusion, discrim- 
ination, increase costs, and seriously disrupt the availability and the flexibility 
of motortruck service. 

Ordinary livestock as here used includes primarily cattle, calves, hogs, sheep, 
and lambs. These three species of animals constitute an important commodity 
in the commerce of the country and are the main source of our national supply 
of meat for human consumption. 

While production of the different species of livestock varies substantially in 
the different regions, some one or more of each species is produced in every 
section of the country. 

Livestock is often transported a number of times from where it is produced 
to where it is finally slaughtered. Generally, the first movement from a ranch 
or farm, where the livestock is raised, is by motor vehicle. While some of the 
livestock is transported by motortrucks owned by the producers, a very large 
part is transported by for-hire truckers who own or operate motortrucks suitable 
for the requirements of the service they perform. Livestock producers are largely 
dependent on these for-hire carriers in the transportation of livestock from 
and to their farms and ranches. 
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While there is a substantial movement of livestock by rail, the movement of 
livestock by motor vehicle has increased very substantially in recent years. 
This is due in part to the successive increases in freight rates during the past 
12 years and the greater convenience and better service rendered by motor- 
trucks, mainly because the motortrucks operate directly from and to the ranch 
or farm, while shipment by railroad requires an intermediate handling between 
the railroad station and the farm or ranch. 

The relative volume of movement of livestock by motortruck and rail is 
indicated by receipts at the principal public livestock markets. 

At the present time over 82 percent of the cattle, 83 percent of the calves, and 
87 percent of the hogs, and 54 percent of the sheep and lambs move to the major 
public markets by motor vehicle.. This represents about a 25 percent increase 
since 1946. There is also a substantial movement of livestock by motortruck 
from the public markets to feedlots and farms for further feeding and fattening. 
There is also a very substantial movement of livestock by motor vehicle to and 
from the hundreds of country markets, many of which do not have any other 
transportation directly available. 

Large numbers of cattle and calves, sheep and lambs, are moved annually 
from one area to another, mainly to utilize grazing and feed resources available 
in different sections of the country. 

While the bulk of the movement from and to different parts of the country 
is seasonal, there is a substantial movement throughout the year of stocker 
and feeder animals (unfinished livestock), especially from the western and 
southwestern range States to other sections of the country such as the Corn 
Belt States of the Middlewest, the Eastern States, the irrigated sections of the 
Rocky Mountain States and the Pacific Coast States where supplies of feed 
grains and other feed supplies are abundant and where the animals are brought 
to a suitable condition for slaughter. 

According to statistics of the United States Department of Agriculture, in 
recent years more than 5 million cattle and calves and more than 2 million sheep 
and lambs were shipped from about 23 public stockyard markets to farms and 
feedlots in about 21 States. 

There is also a very large movement of stocker and feeder animals from farms 
and ranches either direct, or through the many country markets to other farms 
and feedlots. For example, in recent years the movement into 9 Corn Belt 
States alone amounted to more than 2,600,000 cattle and calves and about 
2 million sheep and lambs. 

It should be observed that in the course of these various movements owner- 
ship of the livestock changed one or more times. 

The purpose of this is to show that any restriction of the exemption to a 
movement of the livestock “from point of production to a point where it passes 
out of the actual possession and control of the producer” would result in serius 
complications, and discrimination. 

Now, let us consider what effect the proposed amendment would have when 
applied to some representative situations. Take for instance a farmer shipped 
a certain number of cattle consigned to a market by motortruck. That move- 
ment would be exempt. 

However, if a rancher or farmer sold a lot of cattle from his herd to a buyer 
at his farm, in that situation the exempt status would be lost because the 
producer would no longer have actual possession and control of the movement 
from his farm. 

Similarly, where a farmer bought some feeder cattle at a market and wanted 
to move them to his farm by a for-hire truck, the exemption would not apply 
because the exempt status was terminated with the sale of the livestock at the 
market. 

These few examples show what disruption and confusion the amendment would 
create in the handling of livestock through long established channels of trade. 

The amendment would eliminate the exemption of livestock by for-hire motor 
vehicle in all instances where it passed out of the actual possession and control 
of the original producer. 

It would have a disrupting effect on the orderly movement and handling of 
livestock in the established channels of commerce. It would create much con- 
fusion in the sale of livestock and it would be very difficult, if not impossible, 
of being policed. 

It appears very improbable that an amendment such as is proposed in H. R. 
5823 would give the railroads any greater volume of livestock traffic as both 
rates and service determine which mode of transport will be used. Freight 
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rates have been increased about 100 percent during the last 10 or 12 years, 
meanwhile the volume of livestock traffic by railroad has been declining, and 
is now less than half of what it was in 1946 (9,830,000 tons originated in 1946 
compared with 4,450,000 tons originated in 1955) notwithstanding that the 
volume of livestock marketed has increased about 25 percent since that time. 

We believe that the railroads would improve their opportunity to increase their 
share of the livestock traffic much better by reduction in rates and improvement 
in service, rather than seeking to impose restrictions on the movement of live- 
stock by motor vehicle. 

Very few ranches and farms are served directly by railroad but all of them 
are served by highway. Coordination between motortruck and rail service is 
highly desirable and should be encouraged wherever feasible to do so. 

However, as a result of the agricultural commodities exemption, farmers in 
all parts of the country have realized greater benefits from the improved high- 
ways in expanded market outlets for their products and in moving corn, and 
other feed grains, hay and other forage crops, from and to their farms and 
ranches as their needs may require from time to time. 

What has been stated about the effect of the amendment in connection with 
livestock is also generally applicable to wool and other agricultural commodities. 

We contend that the agricultural commodities exemption should remain as 
it is and under no circumstances should it be made contingent upon whether or 
not a commodity passed out of the “actual possession and control of the pro- 
ducer.” 

We respectfully urge that your committee will take no action to approve H. R. 
5823, or any similar bill. 





STATEMENT OF INSTITUTE OF AMERICAN POULTRY INDUSTRIES, CHICAGO, ILL. 


I am Cliff D. Carpenter, president of the Institute of American Poultry Indus- 
tries, Chicago, Ill. The Institute of American Poultry Industries is a nonprofit 
organization which was chartered by the State of Illinois, nearly 33 years ago. 
Its membership includes processors and distributors of poultry and eggs and 
poultry and egg products, and in addition, producers, breeders, hatcherymen, 
and other allied interests. 

The institute was organized in 1926 and its founders were a group of leaders 
in the processing and marketing field—men who held a deep conviction that this 
industry would go far if it carried on a steady organized program of fostering 
research and educational work. They knew that improvements in quality and 
efficiency would mean just as much to processors, distributors, hatcherymen, and 
feed interests as they would to consumers and producers. The program has been 
effective for the poultry industry stands out alone in the agricultural field as the 
one industry that has maintained and strengthened its competitive position with- 
out the help of Government-support programs. 

More than 90 percent of our processor members are small-business men—many 
of them family operations which have developed through the years and grown up 
with our industry. The services performed by the institute benefit individuals 
engaged in the poultry and egg business in two fundamental ways. First, by 
promoting product improvement these services help our industry build and main- 
tain high consumer acceptance for all poultry and egg products. Second, by 
furthering widespread application of technological improvements which make 
processing, distribution and merchandising more efficient and productive, the 
institute aids the poultry and egg industry in operating on a sound economic 
foundation. 

Your committee currently holding hearings on matters pertaining to the agri- 
cultural exemption of the Motor Carrier Act is of real concern to all in the 
poultry and egg industry. The poultry industry grew and expanded in part 
for reasons associated with the exemptions in the Motor Carrier Act. The 
poultry industry advanced in the path of free enterprise making its adjustments 
to supply and demand without burdening the taxpayer with the cost of public 
laws or supports and subsidies. 

We are opposed to enactment of H. R. 5823. 

Representative Henry Dixon, of Utah, expressed most eloquently the need 
of the farm community for this exemption when he spoke in support of S. 898 
and I quote now from the Congressional Record. 

* * * T believe this bill is absolutely essential to the efficient marketing of 
agricultural commodities. More efficient marketing, of course, means 
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lower prices to consumers, higher prices to farmers, and increased demand 
for agricultural commodities. At this time when agriculture is beginning 
to recover pricewise from a low-priced period of long duration, I believe it 
is absolutely essential not only to their welfare, but also that of the proces- 
sors and consumers of agricultural commodities that every effort be made 
to minimize the cost of marketing and to expedite the flow to market of 
agrictultural commodities, especially those which we designate as perishable 
commodities. * * * 

When the Motor Carrier Act was passed by Congress to regulate the common 
and contract motor carriers in interstate commerce and place them under ICC 
regulations, the agricultural interests of the country fought for and obtained 
the agricultural exemption. This exemption was obtained on the premise that 
agricultural commodities were of such nature and the markets for them so 
fluid that the regulation was neither desirable nor practical. 

Our policy, in brief, is that we are opposed to any narrowing of the agricul- 
tural exemption as presently interpreted by the courts. 

Since 1935 the Senate and House Commerce Committees and Subcommittees 
have reviewed at length the basic wisdom and soundness of the policy of exempt- 
ing from economic regulation the interstate movement of agricultural com- 
modities by motor vehicle. Without exception, Congress has concluded that 
the basic general policy, as set forth in section 203 (b) (6), is in the public 
interest and therefore should not be substantially changed. At previous hear- 
ings it has been suggested that a producer of a commodity has no economic 
interest in its transportation after he surrenders possession or control of the 
product. This view cannot be accepted since the farmer does have two trans- 
portation interests, in the marketing of his commodities, and one is cost and 
the other is service. Any increase in cost will certainly be passed, without 
doubt, back to the producer. 

As far as service is concerned the producer has a direct interest in his prod- 
uct until such time as it is purchased by the consumer and effective demand is 
created for more of the same product. 

The Supreme Court of the United States on April 23, 1956, in the Frozen 
Food Express case, held that fresh and frozen dressed poultry is an agricultural 
commodity within the scope of exemption in section 203 (b) (6), and is exempt 
from the regulatory authority of the ICC except as to safety matters. This 
Court laid down a guideline for the determination of an agricultural commodity 
and applying the doctrine to poultry, the Court had this to say: 

* * * A chicken that has been killed and dressed is still a chicken. Re- 
moval of its feathers and entrails has made it ready for market, but we 
eannot conclude that this processing which merely makes the chicken 
marketable turns it into a “manufactured” commodity * * *. 

Under this same doctrine the Supreme Court interpreted frozen whole eggs 
and dried egg powder to be exempt agricultural commodities. 

We are in a period of transition involving our whole economy and the poultry 
industry has set the pace for all agriculture. For example: During the past 
5 years the broiler industry has reduced its cost of production an average of 
slightly more than 1 cent per pound per year or more than 5 cents a pound in 
the past 5 years, during the same period that practically all other costs were 
increasing. 

During this period we have seen new areas of poultry production developed. 
Many of the areas producing and processing poultry and eggs are traversed by 
a limited number of truck common carriers. These common carriers do not 
reach all markets. And many markets can be reached via common carrier 
only by circuitous routing and interchange of equipment, all involving delay 
and extra marketing cost. If gluts are to be prevented in certain markets, it 
is essential that transportation facilities fan out in all directions so that each 
market will be uniformly supplied and the shipper may continuously serve the 
needs of the market with the least possible delay and the lowest marketing 
cost. This necessitates the use of exempt haulers who can move in any direc- 
tion at any time to any market. 

The peculiarities of poultry and egg products and the methods of marketing 
have led to a high degree of specialization of transportation equipment and 
services as now provided by the exempt carriers. 

These exempt carriers have been serving us by adjusting their operations to 
meeting peculiar requirements of our industry rather than attempting to force 
our industry to accept inadequate service as a result of outmoded schedules 
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of operations and tariffs. We do not mean to infer that regulated carriers in 
all instances do not render good services. However, through experience we 
found the exempt carrier more suited to our needs. 

From past experience we are confident that any change in the agricultural 
exemption would increase cost of marketing our products and would deprive 
our industry of the flexibility it now has in serving markets quickly. Further, 
increasing costs or margins between producers and consumers will hurt the 
farmer because the cost tends to be passed backward, not forward. This will 
be injurious to agricultural interest and farmers alike. 

More than 90 percent of our processor members are small-business men and 
the exempt haulers, for the most part, are small-business men. Therefore, there 
has been a very close relationship between the exempt carrier and the poultry 
industry, in an effort to provide the service our industry needs. We make 
it clear at this time the exempt carrier is required to meet all of the safety 
requirements of the road and is subject to the same safety provisions as regu- 
lated carriers. 

We are opposed to the repeal or any substantial narrowing of the agricultural 
exemption as it is presently interpreted by the courts. There would be a loss 
of markets for under today’s conditions our industry needs flexibility of delivery 
including multiple stops and round-the-clock loading and unloading at all hours 
of the day and night. Frequently final destination is not known until a few 
hours before departure. Loads are frequently diverted in transit through an 
understanding with the hauler to phone in from designated check points regard- 
ing final delivery instructions. 

It has been the experience of our industry that regulated carriers are not in 
position to adequately perform at all times the type of service that our cus- 
tomers demand. This is due to the fact that these regulated carriers are re- 
stricted to regulated routes, many operating on fixed schedules. The delays at 
their terminals and difficulty in working out transfers to connecting carriers 
would further hamper the efficient marketing of our products. Again, the inter- 
change of equipment could cause serious problems since differences in loading 
capacities of refrigerated equipment would further complicate the problem of 
transfering these loads. 

The flexibility of operations of the exempt carriers has promoted efficient 
delivery to any point the consignee may desire, and, therefore, has opened up 
many new market outlets in a great many of our smaller cities not previously 
served to complete satisfaction by the regulated carrier. 

We believe that if all carriers were forced under ICC regulation it would have 
a tendency to eliminate competition which would eventually result in higher 
transportation cost and again these costs would be passed either to the consumer 
or the producer and more likely back to the producer. 

A change in the agricultural exemption would no doubt force a substantial 
number of poultry processors, in the best interests of their producers, to move 
into the trucking business and therefore haul their own products. In Marketing 
Research Report No. 224, a survey conducted by the Marketing Research Divi- 
sion of the Agricultural Marketing Service of USDA had this to say regarding 
effect of removal of the agricultural exemption from fresh and frozen poultry: 

* * * Another item of particular significance is that 46 processors re- 
ported they would either return to private trucking (instead of using for- 
hire carriers exclusively) or would increase their private truck fleet (in- 
stead of using both private and for hire) if the agricultural exemption were 
removed from fresh and frozen poultry. Thirty-seven percent of the proc- 
essors of fresh poultry and 25 percent of the processors of frozen poultry 
reported they would take this course. * * * 

Forcing processing plants into the trucking business could unnecessarily divert 
eapital investments from plant improvements and expansion which is so essen- 
tial to providing the consumer with high-quality food items at the very minimum 
of cost. Therefore, this hardship would definitely be felt by the producers, 
whether or not the processing plant went into the trucking business, since less 
capital would be available for processing plant improvements essential to having 
a healthy growing industry. 

The profit margins available at all levels of production and marketing in the 
poultry industry are so narrow, any increase in cost of transporting poultry 
products from the farm to market will only further result in lower income for 
the farmers of this Nation. 

Prices of poultry and eggs, as well as practically all agricultural products, 
are determined largely by the buyer and not the seller—unlike those of manu- 
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factured products. Under these circumstances increased costs of transportation 
which would result from the use of regulated carriers would tend to be passed 
back to the farmers. Removal of the agricultural exemption would tend to 
increase costs and reduce farm prices and such action could hardly be considered 
justifiable. 

Neither is action justifiable which would tend to restrict markets or reduce 
consumption—both of which would result if the poultry and egg industry were 
forced to use regulated carriers. 

You and your committee are acquainted with Marketing Research Report 
No. 224 Interstate Trucking of Fresh and Frozen Poultry Under Agricultural 
Exemptions, published by the Office of Information, USDA. The Department 
states that interstate trucking of fresh and frozen processed poultry under 
agricultural exemption clause has resulted in lower rates and improved services. 

Further, the Department reports that in a nationwide survey of poultry 
processors and motor carriers they found that rates charged for trucking 
poultry were lower after the poultry was declared to be an exempt commodity. 
You will recall we stated within the past 5 years the consumer has been able 
to purchase a pound of broiler meat for 5 cents a pound less than just 5 years 
ago, to indicate that once again this industry continues to provide the consumer 
with the highest quality meats at the very lowest cost. 

Our ability to return to the farmer the highest possible return for his products 
depends upon the freedom to move his products to market without undue regu- 
lation and our ability to keep operating costs and transportation costs as low 
as possible. We oppose the passage of H. R. 5823. 


Cau T. ALBRITTON, PACKER-DISTRIBUTOR, 
Tallahassee, Fla., April 22, 1958. 
Hon. D. R. MATTHEWS, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN: It is most essential that we have your support to keep 
honey on the list of exempt commodities, in the hearings beginning April 23, 
before the Honey Interstate Commerce Committee. Regardless of the type or 
shape of the honey package or wherever it is being hauled, honey is always 
the same as when gathered by the bees—nothing is added or nothing taken 
away. 

Our honey industry is most important from a pollination standpoint in agri- 
culture and it is now fighting for its very existence because of losses sustained 
from insecticides in many areas. The honey industry cannot absorb any further 
increases in freight costs which would result from honey not being included 
in the exempt agriculture list. Your support will be appreciated. A favorable 
decision is vital to our industry. 

Florida ranked third in honey production last year, about 19 million pounds. 

Please keep me advised as to the developments of this hearing. 


Yours very truly, 
Cau T. ALBRITTON. 


STATEMENT OF WILLIAM O. GOHLKE, PRESIDENT, FEDERAL TRUCKING Co. 


Mr. Chairman and members of this committee, my name is William O. Gohlke 
and I am president of the Federal Trucking Co., of Federalsburg, Md. 

Thank you very much for allowing me this opportunity to express my views 
on the matters under consideration by this committee. 

My company is an exempt commodity carrier. It holds no operating authority 
from the Interstate Commerce Commission, but transports only those com- 
modities exempt from economic regulation by section 203 (b) (6) of the Motor 
Carrier Act. 

I should like to explain at the outset that although my company is a member 
of four of the State motor truck associations affiliated with the American 
Trucking Asssociations, Inc., their views on the matters under consideration 
here are not necessarily in accord with my company’s views. Of course, the 
reverse is also true. 

Federal Trucking Co. has always taken a position in support of the agricultural 
exemption and has devoted its efforts over the past several years to obtaining 
public support for its position. It must be obvious that my company would 
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probably benefit if the agricultural exemption were eliminated and Federal 
Trucking Co. awarded grandfather authority permitting the scope of operations 
in which we are now engaged. However, I cannot support legislation which my 
company considers an unsatisfactory solution to the problem at hand, regardless 
of the beneficial results which might accrue to us through such legislation. 

Mr. Chairman, I have been privileged to review a large portion of the testimony 
submitted to this committee and have been very much impressed by your com- 
mittee’s earnest efforts to find a real and satisfactory solution to the exemption 
problem. For this reason I am moved to qualify my previously firm stand in 
opposition to regulation and submit the following testimony for your consid- 
eration. 

THE PROBLEM 


It is important to recognize that the agricultural exemption provides many 
benefits to all those involved in the production, distribution, and consumption of 
exempt commodities. In addition to those benefits normally associated with free 
enterprise, exempt transportation also affords its users many flexibility aspects 
not normally available under regulated transportation. To deny the existence 
of these benefits is to blind ourselves to the basic cause of the problem. 

On the other hand, ease of entry and the hidden costs in exempt trucking 
combine to make cutthroat competition inevitable. Further, exempt commodities 
provide backhauls for those companies extensively engaged in private carriage, 
which is becoming a serious threat to our common carrier system of transport. 

The problem is to eliminate the exemption while preserving the benefits it 
provides. 

RATE STRUCTURE 


Many shippers cannot understand why they were able to receive such drastic 
rate reductions when the agricultural exemption was applied to the products 
they ship. Rate reductions as great as 30 or 40 percent were not uncommon, 
understandably leading the shippers of these commodities to contend that the 
regulated carriers serving them were “bleeding” them unreasonably due to the 
lack of serious competition. If an exempt carrier can provide as good or better 
service with a drastic reduction in rate, certainly there is something wrong with 
the system which required them to pay the higher rate in the first place. 

There is a reason for this. Roughly speaking, commodities in transportation 
fall into two categories: Raw materials and manufactures. Prior to the estab- 
lishment of the Interstate Commerce Commission the railroads developed what 
was known as the value of the service system of ratemaking. This system was 
approved and continued by the Commission under regulation. Essentially, the 
value of the service ratemaking system means that rates on high valued products 
such as manufactures are relatively higher, weight and transportation cost con- 
sidered, than rates on the raw products of agriculture, animals, mines, and forests. 
Therefore, a relatively small proportion of the transportation burden, over and 
above out-of-pocket cost, has been assigned to the low-valued products, with the 
result that they have been able to move freely to much more distant markets 
than otherwise would be possible. On the other hand, the imposition upon high- 
value manufactured products of a relatively greater portion of the transportation 
burden has not interfered with their free movement, because the freight rate is 
a relatively small and unimportant part of their value.’ 

Thus, it can be seen that under our present system of ratemaking the relatively 
higher valued manufactures in effect subsidize the relatively lower valued raw 
materials. It should be obvious, then, that extension of the agricultural exemp- 
tion to include highly processed products is eliminating part of the subsidy which 
would normally cover the transportation of raw materials. Please understand 
that I am not taking a position in support of the value-of-the-service theory of 
ratemaking. I am not altogether convinced that this theory is valid when a large 
portion of the transportation is performed by relatively small trucking companies 
which are not in a position to pass on to raw materials the subsidy they receive 
from high-valued products. Be that as it may, and the problem certainly demands 
careful study, I am merely trying to point out here that the broad interpretation 
of the agricultural exemption has had the effect of lowering the amount of subsidy 
available for the transportation of raw materials. 


1Mr. John R. Turney in his statement submitted to the Surface Transportation Sub- 
committee of the Committee on Interstate and Foreign Commerce, U. 8S. Senate, February 
17, 1958. 








| 
\ 
} 
f 
| 
| 


394 INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 


TRANSPORT REGULATION 


The Interstate Commerce Commission is vested with the authority and respon- 
sibility for administering the Interstate Commerce Act. The Commission’s 
administration of the act cannot be passed over lightly. Regulation of interstate 
and foreign commerce is extremely complex, and those members of the Commis- 
sion who have been responsible for the fine transportation network we have in 
our Nation today certainly deserve to be commended for the wonderful work they 
have done. Over the years, however, the Commission has developed a number of 
policies which seem to be unduly restrictive. During 1955 the Senate Select Com- 
mittee on Small Business had occasion to investigate the administration of the 
Motor Carrier Act. The interesting and informative report of this committee 
is contained in Senate Report No. 1693 together with the minority views of 
Senator Andrew F. Schoeppel. The recommendations of the Senate committee 
have been reproduced and are attached hereto as appendix No. 1. 

In the statements presented to this subcommittee by shipper witnesses, tre- 
mendous emphasis was put on the importance of flexible service. Since the 
witnesses for the poultry industry have had experience with both regulated and 
exempt transportation, and since these witnesses most strongly emphasize the 
flexibility aspect of exempt carriage, it can be seen that they are receiving, under 
exemption, a brand of service which was not available under regulation. It 
should be evident that a large portion of the issue at hand is not exempt versus 
regulated transportation, but rather exempt versus the type of regulated trans- 
portation these shippers have experienced in the past. 


SHIPPER FEAR OF REGULATION 


Essentially, shippers’ fear of regulation seems to center around (1) higher cost 
for transportation, (2) impaired transportation service, and (3) a rather general 
fear of transport regulation for agricultural commodities. 

The reasons for the higher costs were partially discussed in the section on rate 
structure, to which I would only add that if the value-of-the-service theory of 
ratemaking is to be applied and be effective, there can be no exceptions to its 
application. Prohibiting carriers from going below a compensatory rate level 
can hardly be considered a valid objection to regulation. 

Fear of impaired transportation service is both real and significant. This 
fear, coupled with the information published in Senate Report 1693, makes 
it evident that corrective action of some type is necessary. 

In regard to the general fear of transportation regulation, I have no doubt 
but that a similar fear was evidenced by shippers prior to passage of the Motor 
Carrier Act in 1935. By and large, however, regulation has proven very success- 
ful. Unquestionably improvements can and should be made, but the basic 
question as to whether or not transportation should be regulated seems to be 
well answered by the comparatively strong common carrier system operating 
throughout this country today. We need no longer prove whether or not a system 
of regulated transportation can or will work—the answer is evident. 


RECOMMENDATIONS 


In view of the current plight of the railroads and the controversy over exemp- 
tion, it would appear that this might be a good time to reevaluate our national 
transportation system to determine whether or not current policies will allow 
carriers to meet our expanding economy, keep pace with new industrial develop- 
ments, adjust to population shifts, and keep abreast of new marketing practices. 

The American Trucking Associations, in their testimony before this committee, 
suggested a proposal which would merely reinstate the conditions that prevailed 
for nearly 20 years following the passage of the 1935 Motor Carrier Act. Such 
a proposal appears to be unnecessarily reactionary. The agricultural exemption, 
and the interpretations put upon it by the courts, have brought to light a facet of 
transport regulation which can be improved by legislation. Let us not pass up 
this opportunity to improve our transportation system. 

There are a number of possible solutions to this controversy, two of which 
I will outline briefly. The transportation of perishable foodstuffs is a highly 
specialized service requiring equipment and handling not common to other 
types of transportation. Furthermore, distribution of perishable foodstuffs is 
complex, involving movement of small shipments which can only be properly 
protected when combined with truckload movements. A small shipper cannot 
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receive adequate service unless the carriers in his area handle a considerable 
amount of traffic. In addition, distribution of foodstuffs is constantly adjusting 
to supply and demand. For example, last year when eastern sweet corn was 
in short supply, eastern packers had to import large quantities of corn from 
the Middle and Far West. Fluctuating markets also demand flexible trans- 
portation. A similar situation exists in the transportation of household goods, 
so authority to transport these commodities is not generally included in grants 
of general commodities authority. Instead, an entirely separate group of carriers 
is authorized to handle household goods. Could a similar setup be used in the 
transportation of perishables? 

Another possible solution would be to register all the trucks presently en- 
gaged in exempt carriage, require that they have an ICC safety inspection 
prior to the delivery of each load, and establish brokerage companies responsible 
for freight and tax collection, liability and cargo insurance, and maintaining 
tariffs approved by the ICC. In such an arrangement the myriad carriers 
would be absolutely unrestricted as to routes or areas of operation and the 
broker would have authority to serve all points from his origin. The ICC 
could limit the number of trucks in the field by awarding or withholding 
additional registrations. It is entirely possible that either of these proposals, 
properly modified, could eliminate the present controversy. 


CONCLUSION 


Federal Trucking Co. is opposed to the passage of H. R. 5823 since it offers 
only a partial solution to the issue under consideration. We will, however, 
support the regulation of presently exempted commodities provided due con- 
sideration is given to the regulatory problems which are the basic cause of 
the controversy. 

APPENDIX 


The following recommendations are contained on pages 28 and 29 of Senate 
Report 1693. 


IV. RECOMMENDATIONS 


The burden of the testimony received by your committee leads unerringly 
to the conclusion that there is a great need for more economic freedom and 
greater competition in the motor-carrier industry. Your committee, therefore, 
makes the following recommendations: 

1. The Interstate Commerce Commission should take immediate steps to 
remove the shackles it has tightened around a large segment of the trucking 
industry and thus usher in a new era of wholesome competition to the benefit 
of all qualified trucking concerns. 

2. Increased competition can be achieved, at least in part, by a substantial 
relaxation of route, commodity, backhaul, and numerous other restrictions which 
have been imposed on this industry by the Commission and the disadvantages 
of which bear most heavily on smaller trucking companies. 

3. Amendment of section 207, pertaining to common carriers, of the Inter- 
state Commerce Act (49 U. 8S. C. 307) which directs the Commission to issue 
a certificate of public convenience and necessity— 

if it is found that the applicant is fit, willing, and able properly to per- 
form the services proposed * * * and that the proposed service * * * is 
or will be required by the present or future public convenience and neces- 
sity > '* *, 
As suggested by many witnesses—including Secretary of Commerce Weeks— 
this provision should be amended to direct the Commission to issue a cer- 
tificate— 
if it is found that the applicant is fit, willing, and able properly to per- 
form the service proposed * * * and unless there is clear and convincing 
evidence that the proposed service * * * is not or will not be required by 
the present or future public convenience and necessity * * *. 
A similar change should be made with respect to the permit requirements 
governing contract carriers. 

4. With respect to the agricultural exemption contained in section 203 (b) (6) 
of the act, your committee recommends that, in the interest of avoiding con- 
fusion, delay, and needless litigation: (1) The Secretary of Agriculture be in- 
vested with statutory responsibility for determining what constitutes an agri- 
cultural commodity within the meaning of the act, and (2) the Congress 

26170—58——_26 
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promptly enact legislation on trip leasing to overrule the Commission’s pending 
order seriously restricting such operations. 

5. Although your committee was primarily studying the role of the ICC in 
motor trucking, several witnesses testified and submitted statements, alleging 
that the International Brotherhood of Teamsters was playing a trade-restrain- 
ing role in the industry. It is recommended that the Committee on Labor and 
Public Welfare and the Committee on Interstate and Foreign Commerce review 
those complaints to determine if more extensive inquiries should be conducted. 

6. It is recommended that the Commission comply with the spirit as well as 
the letter of the Administrative Procedures Act in order to expedite proceedings, 
cut redtape, and avoid the costly delays which have proved so burdensome to 
small truckers and shippers. 

7. Above all, the Commission must place more sympathetic reliance on the 
forces of free enterprise as a natural regulator of competition. Business oppor- 
tunity and freedom of consumer choice are, after all, the essence of America’s 
enterprise system. Regulation for regulation’s sake is not. 

Therefore, your committee most earnestly recommends that the Commission- 
ers, and the staff members upon whom they so heavily rely, examine at frequent 
intervals their administrative consciences so that the decisions they are called 
upon to make conduce to a more wholesome degree of competitive rivalry in 
the industry entrusted to their care. 


NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS, 


Washington, D. O., April 30, 1958. 
Re H. R. 5823, 85th Congress. 
Hon. OREN Hargis, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear CHAIRMAN HArris: The Subcommittee on Transportation and Com- 
munications of the Committee on Interstate and Foreign Commerce held hear- 
ings last week on H. R. 5823, a bill to amend section 208 (b) (6) of the Inter- 
state Commerce Act, so as to place a more realistic and practicable limit upon 
the exemption of motor vehicles transporting agricultural commodities. 

The National Association of Railroad and Utilities Commissioners at its an- 
nual convention held in Memphis, Tenn. on October 27-31, 1957, adopted a reso- 
lution urging the enactment of legislation such as H. R. 5823, so as to prevent 
the exemption of additional commodities from regulations and to put back under 
Interstate Commerce Commission control frozen fruits and vegetables and other 
commodities most recently exempted by court decision. Copy of that resolution 
is attached. 

Our association is a voluntary association embracing within its membership 
the members of the regulatory commissions and boards of all the 48 States, 
the District of Columbia, the Territory of Hawaii, and the Commonwealth of 
Puerto Rico. 

It would be appreciated if this letter and resolution could be included in the 
record of H. R. 5823. Thanking you for your cooperation, I remain, 

Sincerely yours, 
Austin L. Roserts, Jr. 
General Solicitor. 


RESOLUTION REGARDING AGRICULTURAL EXEMPTIONS FROM THE Moror CARRIER AoOT 


Whereas a series of court decisions construing agricultural exemptions of the 
Federal Motor Carrier Act have so increased the number of commodities exempt 
from Commission control as to threaten the integrity of regulation, and to raise 
increasing doubt as to the feasibility of regulating interstate transportation 
by motor vehicle, and 

Whereas the resulting confusion in the marketing, distribution, and pricing 
of fruits and vegetables and poultry as well as other farm products is such as 
to require a restatement of the language of the Motor Carrier Act pertaining 
to such exemptions, and 

Whereas the Midwest Association of Railroad and Utilities Commissioners 
at its annual conference at Kansas City, Mo., on June 5-7, 1957, and the Great 
Lakes Conference of Railroad and Utilities Commissioners at its annual con- 
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vention at White Sulphur Springs, W. Va., on September 8-11, 1957, each 
adopted resolutions calling upon the Congress of the United States to enact 
legislation amending the Interstate Commerce Act so as to prevent the exemp- 
tion of additional commodities from regulation and to put back under Inter- 
state Commerce Commission control frozen fruits and vegetables and other 
commodities most recently exempted by court decision: Now, therefore, be it 

Resolved, That the National Association of Railroad and Utilities Commis- 
sioners supports, and hereby calls upon the Congress of the United States to 
enact, legislation amending the Interstate Commerce Act so as to prevent the 
exemption of additional commodties from regulation and to put back under 
Interstate Commerce Commission control frozen fruits and vegetables and 
other commodities most recently exempted by court decision ; be it further 

Resolved, That the committee on legislation and the legal representatives 
of this association be and they are authorized to appear before the proper 
congressional committees and otherwise to transmit to the Congress the intent 
of this resolution. 


STATEMENT OF WILLIAM VIVIAN, TRAFFIC MANAGER, BLUE RIBBON RICE MILLS, INC. 


My name is William Vivian. I am traffic manager for Blue Ribbon Rice Mills, 
Ine. The Blue Ribbon Rice Mills, Inc., is an agricultural cooperative owned 
by more than 600 rice-producing farmers in the State of Texas, operating a 
rice mill in Houston, Tex. 

This statement is filed in opposition to H. R. 5823, a bill to amend section 
203 (b) (6) of the Interstate Commerce Act, as amended. 

The farmer’s interest in his product is not limited to the first point of sale. 
His real interest is in the total cost to the consunier because it is the consumer’s 
ultimate cost that governs the demand for his p! oduct. 

Clean rice was judged to be an exempt commodity by the Federal District 
Court for the Southern District of Texas in its decision of December 13, 1956, 
its case No. 8285, Fr vzen Food Express v. United States of America. The judg- 
ment has since been upheld by the Supreme Court. Since that decision, Blue 
Ribbon Rice Mills has entered extensively into exempt truck movement of rice, 
principally to the Southeastern States and Florida and to California. Carriers 
used for the most part are those hauling citrus fruits and vegetables, rice 
furnishing a backhaul. Contrary to some of the statements that have been 
made, the exempt haulers, as a whole, have very good equipment and quote 
rates which are reasonable and yet compensatory to the truckowner. Rates 
quoted are usually uniform and do not fluctuate daily. 

Rice is a basic food used extensively by poor people and the greatest per 
capita consumption is in the Southeastern States. Prior to the use of exempt 
trucking, rice to this territory moved almost wholly by rail. Between June 31, 
1946, and December 13, 1956—the date of the court decision before mentioned— 
rail freight rates were increased several times, in all totaling approximately 
103 percent. 

Truck rates are approximately 29 percent lower than rail; however, rates 
are just one of the many reasons why the exemption of clean rice is so important 
to the rice industry. By the use of the exempt trucker, transit time is reduced 
by as much as 75 percent; shipments can be made in smaller quantities; we 
have greater control over trucks and therefore can divert shipments more easily ; 
trucks enable us to sell to customers who do not have rail sidings; and loss and 
damage in transit is negligible. 

The versatility of trucks coupled with lower freight rates help to get rice 
to the lower income population who are the major consumers of rice. Therefore, 
the farmer is vitally concerned in the ultimate cost to the consumer, because 
low consumer cost enables him to market more rice. 

Rice is marketed for human consumption only in the clean or milled rice 
stage. The farmer’s rough rice, with the exception of a small amount retained 
for seed, must be sold to a mill which can buy it only as it has a market for 
the resultant clean rice. Thus, his sale of rice, other than to Commodity Credit 
Corporation, under the support program, is limited by the ability of the mill 
to market his rice. The farmer’s well-being is therefore directly tied to the 
marketing of clean rice, whether by a farmer-owned cooperative or a privately 
owned, independent mill. 

Any change in the present exemption on clean rice would be very detrimental 
to the entire rice industry. 

We respectively request that bill H. R. 5823 be withdrawn. 
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STATEMENT oF E. M. Norton, SECRETARY, NATIONAL MILK PRODUCERS FEDERATION 


The National Milk Producers Federation is a national farm organization. It 
represents over half a million dairy farmers and some 800 or more dairy coop- 
erative associations which they own and operate and through which they act 
one to process and market at cost the milk and butterfat produced on their 

arms. 

Our bylaws require at least 75 percent of our board of directors to be actual 
dairy farmers. The remaining directors are officers or managers of dairy 
cooperatives. 

Dairy farmers acting through their own cooperatives are engaged in process- 
ing and marketing practically every form of dairy product produced in sub- 
stantial volume in the United States. 

The federation is deeply concerned about proposals to eliminate or restrict 
the agricultural exemptions in the Interstate Commerce Act. Dairy farmers 
are convinced that the agricultural exemptions which Congress wisely provided 
in the act are of great importance to them. They have been alarmed at re- 
peated attempts made by the Interstate Commerce Commission to tear down 
these exemptions, both by regulation and ruling and by proposals for restrictive 
legislation. 

For many years the Commission denied to farmers many of the benefits Con- 
gress intended to provide for them in the exemptions. This was done by overly 
restrictive rulings which court decisions have since shown were unfounded. 

One of the arguments advanced in support of H. R. 5823 is that the courts 
have expanded the agricultural exemptions beyond the original congressional 
intent. Quite the contrary is true. The legislative history shows that Congress 
intended raw and processed commodities to be exempt. It first considered draw- 
ing the line at processing but changed it so the exemption would continue until 
the product is manufactured. 

The court decisions have simply revealed the fact that the Interstate Com- 
merce Commission has been wrong all-of these years in denying the full benefits 
of the exemption to the farmers. 

An example of the extent to which the Interstate Commerce Commission will 
go to deprive farmers of the benefits of the exemption is the “poisoned vehicle” 
doctrine under which it ruled several years ago that a truck once used to haul a 
nonexempt article was thereafter barred for all time from using the exemption. 
This attitude on the part of the Interstate Commerce Commission is one of the 
strongest arguments for leaving the exemption alone. If Congress should rede- 
fine the exemption, we fear the Commission would take advantage of the new 
wording to again embark on a program of overly restrictive interpretation and 
regulation which would take years of litigation to overcome. 

Steadily increasing freight rates granted at the request of the railroads over 
the objections of the farmers and the Department of Agriculture are another 
cause of concern. There is a growing feeling among farmers that the problems 
of the farmer do not receive the consideration in freight rate hearings that 
farmers believe they should receive. 

Increasing freight rates make the agricultural exemptions even more im- 
portant than they were before. 

It has been argued in support of H. R. 5823 that the agricultural exemptions, 
when applied to commodities which have left the hands of the farmer, benefit 
only the middleman and not the farmer. The unsoundness of this position is 
readily apparent. 

What the farmer receives for his produce is the amount that the consumer 
pays less all the costs of moving the produce from the farm through the various 
stages of transportation, manufacture, and distribution to the consumer. One 
of the major farm problems of today is the decreasing percentage of the con- 
sumer’s food dollar which gets back to the farmer. 

A great amount of time, research, and money has been devoted to the problem 
of reducing the spread between the farmer’s selling price and the consumer’s 
buying price. Legislation which would increase this spread is not in the farmer’s 
interest. 

One of the objectives of H. R. 5823 is to channel business away from the: 
exempt truckers and into the hands of the railroads and the regulated truckers.. 
We are not sure the railroads and regulated truckers would benefit greatly from 
enactment of the bill. Steadily rising freight rates are causing increased in- 
terest in private transportation. Any substantial increase in rates for exempt 
commodities would further spur this trend. 
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Surveys recently conducted by the Department of Agriculture indicate that 
private transportation would be considered by many shippers if the exemption 
should be terminated. These surveys, relating to fresh and frozen poultry and 
to frozen fruits and vegetables are discussed in the Department’s testimony on 
this bill. 

These surveys illustrate quite sharply the value of the agricultural exemptions 
to farmers. In the case of fresh and frozen poultry, trucking rates decreased 
by approximately one-third after the exemption was sustained by the courts. 
The decrease for frozen fruits and vegetables following clarification of the 
exemption by the court was approximately 23 percent. 

These are very substantial decreases for the exempt commodities. On the 
other hand, during the same period, the Interstate Commerce Commission was 
granting round upon round of freight rate increases. 

In addition to important rate advantages, the agricultural exemption has 
resulted in increased service of a type which is particularly valuable in the case 
of agricultural commodities. Exempt truckers are more willing to adapt their 
service to the needs of agricultural marketing. There is more flexibility in 
routes resulting in greater pickup service and also in better delivery service 
to offroute markets. These are important assets to the farmer. The Agricul- 
ture Department’s survey also supports this argument. 

Proponents of H. R. 5823 have argued that lower rates on exempt commodi- 
ties will undermine the transportation system, particularly the exempt truckers, 
with the result that farmers will wind up with no transportation at all. The 
exemption has been in the law long enough to disprove, conclusively, this con- 
tention. That just didn’t happen. The equipment provided by the exempt 
truckers has been and continues to be good. 

Oddly enough, it is not the exempt truckers with competitive rates who are 
crying on the sholders of Congress, it is the railroads and regulated carriers 
whose rates and routes are protected by the ICC. 

This is not the first time the Interstate Commerce Commission has tried to 
get the agricultural exemption limited to the first movement off the farm. For 
almost 20 years it has tried unsuccessfully in Congress after Congress to get 
the exemption so limited. 

The present bill raises questions of discrimination because of the wide variety 
in the points at which possession and control pass from the producer. In many 
eases, it is at the farm. In some dairy cooperatives, actual possession and con- 
trol would pass at the farm but the right of the farmer to share in the proceeds 
of sale would continue through manufacture and sale of the manufactured 
products. 

Terminating the agricultural exemption would strike another blow at the 
dairy farmer at a time when he can least afford to take it. Hourly returns 
for the labor of dairy farm operators as shown by the Department of Agri- 
culture are far below the minimum wage of $1 per hour, and the dairy farmers’ 
purchasing power measured in terms of parity is sadly out of balance with the 
rest of the economy. 

In effect, the pending legislation seeks to help the railroads and regulated 
carriers at the expense of a transportation system which is providing good 
service and better rates to agriculture. 

The farmer wants and needs the flexible service and lower rates which the 
exempt trucker is able to provide. 

We therefore oppose legislation such as H. R. 5823 which would restrict or 
impair the agricultural exemption of the Interstate Commerce Act. 





Views or Swirt & Co. In Opposrrion To H. R. 5823 INsorar As THE Saw BILL 
Wovu.p Limit og CIRCUMSCRIBE THE EXEMPTIONS IN SECTIONS 203 (B) (6) oF 
THE INTERSTATE COMMERCE ACT WITH RESPECT TO CERTAIN COMMODITIES 


H. R. 5823 would circumscribe and drastically limit the exemption of motor 
carriers now handling “ordinary livestock” and “agricultural commodities * * * 
(not including manufactured products thereof)” as said exemption is now pro- 
vided in section 208 (b) (6) of the Interstate Commerce Act, by limiting the 
exemption to movements “* * * from the point of production to a point where 
such such commodities first pass out of the actual possession and control of the 
producer * * *” In this bill the point of production for agricultural commodi- 
ties (and presumably for livestock, although this latter feature is not explicit) 
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is defined as “the point at which (they) are grown, raised and produced * * * 
or are gathered for shipment.” 

Swift & Co., an Illinois corporation, is engaged at many points in the United 
States in the meatpacking business, and thus is a large shipper and slaughterer 
of livestock, but in addition to this business it is engaged in many places in the 
raising, slaughtering, and shipping of poultry, the production and freezing and 
shipping of eggs, the production and shipping of powdered milk, the purchase 
and processing of fresh fruits and vegetables in connection with the production 
of other products, the shelling and shipping of peanuts, the production and ship- 
ping of cotttonseed and soybeans, and the manufacture and shipping of wool. 

Swift & Co. is very much opposed to H. R. 5823 insofar as it would circum- 
scribe and limit the present exemption in section 203 (b) (6) of the Interstate 
Commerce Act with respect to the foregoing commodities. 

In this statement we will feature particularly our opposition to the bill inso- 
far as it relates to ordinary livestock, for the sake of brevity, but we would 
point out that many of the objections we express to the bill insofar as it relates 
to the exemption of ordinary livestock also apply to the other commodities. 

The production, husbandry, and marketing of livestock, including cattle, calves, 
sheep, and hogs, is a vast, widespread, and complex industry, and from a trans- 
portation standpoint involves long and short hauls which vary from season 
to season and in accordance with alterations in weather conditions and feeding 
opportunities within the seasons. There is a constant process of movement of 
livestock from farm or ranch to feedlot (where it may be bought direct by a 
packer) or from feedlot to packing plant or to public market and then to plant. 

Were the exemption of movements of ordinary livestock to be limited to 
movements “from the point of production to a point where such commodities 
first pass out of the actual possession and control of the producer * * *” only 
the first movement of ordinary livestock would be exempt. This would result 
in a discrimination against sellers of livestock at the ranch or farm, at the feed- 
lot or country market, and a preference in favor of purchasers to whom title 
passes direct from the producer at packing plant or large terminal public market. 
The disruption in the present varied marketing practices which now give the 
livestock producer a selection of methods of disposing of his livestock to his 
undoubted advantage can easily be envisaged by considering the preference and 
prejudice we here mention. 

The meatpacking industry is an extremely low-margin-of-profit industry, in 
recent years averaging approximately from six-tenths of a cent to 1% cents ona 
dollar of sales. Such an industry obviously cannot absorb more than a frac- 
tion of any increase in transportation costs, and is therefore forced to pass 
such increases on to the consumer or more usually to the producer in the form 
of lower prices which the producer realizes for the sale of his livestock. To 
the extent that H. R. 5823 will result in higher transportation costs for move- 
ments of livestock, and it cannot be doubted that this will be one effect of the 
enactment of this legislation, the prices which the livestock producer will real- 
ize in the sale of his livestock will be further depressed than they have been 
in recent years. 

H. R. 5823, it seems to us, would place an impossible burden upon a trucker 
to determine whether or not he requires authority with respect to a given move- 
ment of livestock, inasmuch as the test is where title passes. The point at 
which title passes in any given transaction is an extremely technical legal 
question. Whole treatises have been written on the subject. To make it in- 
cumbent upon a trucker to make a determination on this basis would be ex- 
tremely unrealistic and would place the trucker in repeated positions of peril. 
In addition to the foregoing, we would point out that if H. R. 5823 is enacted, 
there will be a protracted period during which there will not be a sufficient 
number of authorized carriers to handle the traffic, and when authorities and 
rates are established, such authorities and rates will not be flexible enough to 
handle the traffic in the manner in which it must be handled economically in this 
complex and widespread industry, as we mentioned more extensively at the 
beginning of this statement. 

In addition to the foregoing, we will make the following assertions with 
respect to the consequences of enactment of H. R. 5823: 

1. Many shipments of livestock are in smaller than carload or truckload lots. 
The result of this would be, if this traffic is regulated, the payment of carload 
or truckload minimums, or LCL or LTL rates, resulting in excessive freight 
penalties, injurious to both packer and producer. 











INTERSTATE COMMERCE ACT—AGRICULTURAL EXEMPTIONS 401 


2. So-called buy-and-sell operations would be encouraged. 

3. There would be, inevitably, a vast increase in the private carriage of live- 
stock, to the detriment of authorized carriers. 

We submit that while we have given our views extensively with respect to 
the impact of this proposed legislation on ordinary livestock, many of the con- 
siderations we have advanced in opposition apply with equal or greater force 
to movements of the other commodities we mention above. 

We earnestly and respectfully urge consideration by the subcommittee of the 
views herein expressed. 

Respectfully submitted. 

CLARKE MUNN, Jr., 
Attorney for Swift & Co. 





Truck DISPATCH SERVICE, INC., 
Fresno, Calif., April 21, 1958. 
Subject: H. R. 5823. 
Congressman OREN HARRIS, 
Chairman, House Commerce Subcommittee on Transportation and Com- 
munications, House of Representatives, Washington, D. C. 


Dear Sir: It is our understanding that hearings are to be held on the above 
House resolution to limit the transportation of the so-called exempt commodities 
from points of production to the points at which fish or agricultural commodities 
are gathered for shipment. 

We are presently engaged as truck brokers in the consolidating and dispatching 
of exempt commodity loads for various independent truck operators throughout 
the United States. We, along with several thousands of the haulers of exempt 
commodities, are now rendering efficient service to the country in the trans- 
portation of difficult loads of exempt commodities to major distribution points 
throughout the country. 

Because of our flexibility and speed, we are able to perform tasks of a service 
nature which is impossible for present rail and regulated motor carriers to 
perform. The flexibility of the exempt motor carrier makes it possible for 
remote and offline destinations to receive a level of service which was impossible 
and unheard of 10 years ago. The fact of the matter is that present regulated 
earriers cannot handle the types of loads that are now moving under exempt 
classification. We have millions of tons of exempt commodities, which were 
formerly considered by regulated carriers as an undesirable form of tonnage, 
that are now moving by this means of exempt motor carriage. 

Any legislation such as that provided for under H. R. 5823 would so cripple 
the orderly movement of exempt commodities that the transportation system 
of the United States would be thrown into a state of utter confusion and chaos. 

Admittedly, there are several abuses and inequities that arise out of the 
present manner of movement of the so-called exempt commodities. However, 
it is the opinion of the writer that these difficulties can be overcome to the benefit 
of the entire transportation system of the Nation. 

Such legislation as proposed under H. R. 5823 shows an utter disregard 
for one of the Nation’s greatest resources and that is the several thousands 
of independent and efficient truck operators scattered throughout the United 
States. Due to the lack of organization of these independent truck operators, 
their value to the Nation and their interests have not been served. We urge 
that any legislation or hearings held on this matter include a thorough investi- 
gation of the essential physical tasks now being performed by the several 
independent truck operators. 

Very truly yours, 
JAMES KOURAFAS. 


STATEMENT ON BEHALF OF CALIFORNIA GRAPE AND TREE Fruit LEAGUE 


This statement in opposition to H. R. 5823 is made by the California Grape and 
Tree Fruit League. This league consists of growers and shippers of approxi- 
mately 85 percent of the fresh deciduous tree fruit, grapes, and strawberries 
that are shipped in interstate commerce from California. 

The markets for these fresh fruits are located primarily in the industrial areas 
north of the Ohio River and east of the Mississippi. New York City alone 
receives 20 percent of the total fresh deciduous fruit shipments from California. 
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Transportation costs constitute approximately one-third of the delivered price 
received by the California growers we represent. 

While railroads are the principal means of transportation used by these shippers 
to transport their commodities to these eastern markets, in recent years the use 
of trucks has helped this industry expand their marketing area and we now sell a 
substantial tonnage in smaller markets located in the South and West. Because 
of the flexibility of trucks and their freedom to adjust their operations at a 
moment’s notice to meet otherwise impossible situations, such as multiple-stop 
deliveries, the fresh deciduous fruitgrowers and shippers of California have been 
able to market an increased production without the need for Federal Government 
aid in the form of price supports. 

We believe the intent of Congress in exempting truck movements of agricul- 
tural commodities from economic rate regulation as provided in section 203 (b) 
(6) of the Interstate Commerce Act was to assist the farmer in marketing his 
crops. We recognize that technological progress in the processing, packing, and 
handling of agricultural commodities, and court decisions expanding the agri- 
cultural exemption, have caused items to be declared exempt that were not fore- 
seen or intended in the original legislation. This continued expansion of the 
agricultural exemption is detrimental to the interests of the California fruit- 
growers and shippers as well as our national transportation system. 

The board of directors of this league has given careful thought and study to 
various proposals that have been made that would in one way or another restrict 
or eliminate the agricultural exemption. The policy of the California Grape and 
Tree Fruit League with respect to legislation concerning the agricultural exemp- 
tion is that we are opposed to further broadening of the exemption and in order 
to preserve it as intended by Congress will support measures that will accomplish 
a rollback of the exemption. 

H. R. 5823 as introduced by Mr. Harris on March 11, 1957, is not a rollback, but 
would redefine the exemption on an entirely new premise. H. R. 5823 would 
restrict the agricultural exemption without consideration of the economic facts 
concerning the production and marketing of California fresh fruit. 

In applying the principle as contained in H. R. 5823 to fresh deciduous tree 
fruits, grapes, and strawberries produced in California we find that the posses- 
sion and control of the commodity would pass out of the hands of the producer 
at a distance ranging all the way from immediately at the point of production 
to as far 2s 3,000 miles away in the major eastern markets. This is because in 
some instances growers pack and ship and retain possession of their produce 
until it is sold in an eastern terminal market such as New York City. 

Another type of operation would find the grower delivering his fruit to a 
commercial packer on a consignment basis, releasing control of the fruit to the 
packer and shipper for the purpose of selling to the highest bidder. There are 
several large growers’ sales agents in California who handle the farmer’s prod- 
ucts on a consignment basis. In some instances, because of financial obligations 
as a result of obtaining assistance in producing a crop, the grower relinquishes 
control of his product at the ranch. There are numerous other arrangements 
by which farmers market fresh fruit. 

Under these circumstances an agricultural exemption such as provided in 
H. R. 5823 would prevent certain farmers from availing themselves of the 
freedom and flexibility of truck shipping because of financial or other contractual 
arrangements made in connection with growing and marketing their crop. Other 
farmers more favorably situated could retain possession and control of their 
products from the ranch to the most distant markets. The task of determining 
actual possession and control would be a utopian situation for attorneys. 

Therefore, although the California Grape and Tree Fruit League favors some 
modification of agricultural exemption as being currently interpreted, we do not 
believe that H. R. 5823 contains either a practical or workable solution to the 
problem. 


THe CONNECTICUT PoTATO FARMERS COOPERATIVE ASSOCIATION, 
Rockville, Conn., April 17, 1958. 


Re bill H. R. 5823. 
THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
House of Representatives. 


GENTLEMEN: We, the potato growers of the State of Connecticut, have re- 
quested the National Potato Council to respectfully present our request that 
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you include potatoes as an agricultural exemption under the Interstate tariff 
rates. 

Almost all of the Connecticut potatoes move south of the Mason and Dixon 
line. Destinations are mostly the Carolinas, Georgia, and Florida. Our average 
price for those shipped to the Carolinas is $2.50 delivered, and our present 
truck rates to these points run about 60 cents per hundredweight, which is 24 
percent of our total selling price. 

If we should have to pay a higher percentage than this for our trucking there 
would have to be a corresponding decrease in the net return to the Connecticut 
potato grower. This net rate is at present at a very dangerous low level. 

The railroad rate from Rockville, Conn., to Columbia, 8. C., is $1.12 per 
hundredweight, plus tax and heating charges, which would amount to a total of 
$1.20 per hundredweight. Our trucking rate with independent truckers is 60 
cents per hundredweight. 

It is obvious what a $1.20 rate would do to a $2.50 delivered price at Colum- 
bia, S. C. It would just be impossible to stay in business. 

Bulky commodities such as potatoes are particularly hit by high freight rates 
because their value per hundredweight is so small, and the freight to deliver 
them to destination is too large a part of the selling price. 

We therefore urge you to consider our predicament and permit potatoes to be 
included in the agricultural exemptions in the bill now presently being con- 
sidered. 

Respectfully submitted. 

JULIUS WETSTONE, President. 


MILLERS’ NATIONAL FEDERATION, 
Washington, D. C., May 12, 1958. 
Hon. GrEorGE A. SMATHERS, 
Chairman, Surface Transportation Subcommittee, Committee on Inter- 
state and Foreign Commerce, United States Senate, Washington, D. C. 


Deak Mr. CHAIRMAN: I am president of the Kansas Milling Co., Wichita, 
which operates flour mills in Kansas and Ohio, but this letter is written in my 
capacity as chairman of the transportation committee of Millers’ National Federa- 
tion. This is a trade association which includes in its membership about 85 
percent of the active capacity of the entire flour-milling industry of the United 
States. The statements which I am making here are authorized by this com- 
mittee, which was recently charged specifically with the responsibility of speak- 
ing the industry’s mind relative to transportation issues. 

I am prompted to write you, partly because of the publication of your sub- 
committee report under date of April 30, 1958, and partly because of the fact that 
your committee has before it S. 1689 (H. R. 5823 a companion bill). 

Everyone engaged in the flour-milling business in the United States is deeply 
concerned with the plight of the railroads. There are a few if any lines of busi- 
ness activity which are more directly geared to the railroads than is flour milling. 
Millers are therefore gratified that the Congress is giving serious consideration 
to the problems of the railroads, which we recognize as being extremely com- 
plicated and in many respects of long standing. 

Flour millers do not pretend to be informed on all aspects of the railroad 
problem, but they do have occasion to know a great deal about the effect of the 
agricultural exemption provision in the Motor Carrier Act. This provision has 
created a situation which is rapidly depriving the railroads of a large part of 
their grain traffic. Grain and grain products have historically been one of the 
most importance sources of tonnage of the rail carriers. The plain intent of 
Congress as expressed in the Motor Carrier Act has been so weakened by admin- 
istrative ruling and judicial interpretation, that other methods of transporta- 
tion which are completely without regulation have been enabled to take from 
the railroads an immense tonnage of grain. For the most part, the railroads 
have been powerless to protect themselves, although recently, they have initiated 
a spasmodic batch of rate reductions in an attempt to regain the lost business. 

It is at the point of special rate reductions that the flour-milling industry is 
threatened seriously. These rate reductions have been applicable on wheat only 
in most cases, whereas the historic pattern of grain rates has been to maintain 
an equality between rates on wheat and wheat flour. With only a few exceptions, 
this concept has prevailed in the rate structure of the Nation. When the rail- 
roads reduce rates on wheat but not on flour, they make it difficult if not im- 
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possible for flour mills located near or relatively near to the area of wheat 
production to operate successfully. 

For example, a mill located near the area of wheat production ships its flour 
products to the consuming area primarily by rail at rates fixed and regulated 
by the Interstate Conimerce Commission. At the same time, a mill located 
near the consuming area can have its wheat supply trucked in, often over long 
distances, at unregulated rates which are substantially below prevailing rail 
rates. This situation is aggravated still further by unregulated and in many 
instances cutthroat competition between the motor carriers. The resulting in- 
jury to the railroads is obvious. In addition, in order to get his flour products 
to consuming markets the mill operator located near the wheat supply is bur- 
dened with a higher transportation cost than is the mill operator located near 
the consuming area. Obviously, this added cost must be reflected in higher 
consumer prices and places the first mill operator at a competitive disadvantage 
with the second. 

If this trend continues, it will destroy all such flour mills and compel their 
owners to erect new plants far from areas of production and relatively near 
to areas of consumption. Thus, while our industry is deeply disturbed over the 
problem of the railroads, it is as vitally affected itself because the backwash 
of these problems may disrupt our entire industry. 

For the reasons recited here, the flour-milling industry is deeply disturbed 
over the recommendation of your subcommittee that a freeze be applied to the 
agricultural exemption. This would have the effect of legalizing and continuing 
indefinitely the grave abuses and the distortions of normal business which have 
grown by leaps and bounds under the agricultural exemption feature. Our 
industry feels that a far more realistic, equitable, and appropriate course of 
action would be adoption by the Congress of S. 1689, which we understand is 
proposed by the Interstate Commerce Commission. 

Our industry has no desire to interfere with the exemption from the provisions 
of the Motor Carrier Act of transportation of basic agricultural commodities 
from the farm to the initial market. Most of our members operate as country 
handlers of grain, and thus are thoroughly familiar with this situation. It is 
the extension of these exemptions beyond the actual use of the producer that has 
created such a terrific problem for the railroads and in turn for our industry. 
We agree with the observation in your subcommittee report that attempts to 
demonstrate that the benefits of the agricultural exemption accrue to the farmer 
in the form of increased income are not convincing and that the benefits accrue 
to others. There is an abundance of evidence in our industry that this statement 
is true, and in view of your subcommittee’s recognition of this fact we are deeply 
disappointed at the proposal to freeze the inequities for the future. 

The flour-milling industry most urgently recommends that the Congress take 
positive action to correct these inequities. 

Unfortunately, the newly created committee on transportation of the Millers’ 
National Federation was not organized at the time your subcommittee held 
hearings on the general subject of the problem of the railroads. Consequently, 
the federation was not in position to express its views to your subcommittee. 
If possible, therefore, we would appreciate it very much if the attached formal 
statement and this letter could be made a part of the record of the hearing 
before your subcommittee. 

Sincerely yours, 
ExLMer W. REEp, 
Chairman, Transportation Committee. 





STATEMENT OF Mr. Eimer W. REED, CHAIRMAN, COMMITTEE ON TRANSPORTA- 
TION, MiILteRS’ NATIONAL FEDERATION 


Mr. Chairman and members of the subcommittee, the Millers’ National Federa- 
tion is a voluntary, nonprofit association of flour-milling companies, represent- 
ing approximately 85 percent of the producing capacity in the United States. At 
its annual convention in Washington, D. C., April 21-23, 1958, a transportation 
committee was appointed with the undersigned as chairman, with authority to 
develop and express the sentiment of the industry on all transportation matters, 
and particularly as to its attitude with respect to the so-called agricultural 
exemption provisions of the Interstate Commerce Act. 

This committee met in Kansas City on April 30 and unanimously agreed to a 
statement of basic principles, which principles it believes to be in the best 
interest of the transportation industry as well as of the milling industry. These 
principles are: 
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1, Freight rates on wheat and flour must be equal. 

2. The principle of milling in transit is the foundation upon which the 
milling industry has been built, and it must be maintained. 

3. All types of transportation should be subject to the same regulations. 

4. The heart of the transportation problem of the milling industry is the 
inequity created by the agricultural exemption feature of the Motor Car- 
rier Act and its abuse, and the lack of appropriate regulation of all types 
of mass transportation. 

5. Intrastate transportation should be subject to regulation which is 
equivalent to that of interstate transportation. 

The committee further unanimously agreed that the federation should take 
. position in support of 8S. 1689 now being considered by your com- 
mittee. 

No industry is more cognizant of the need for effective exemptions pertaining 
to the transportation of the basic agricultural commodities in their initial 
movement to market. Many of our members operate as country handlers of 
grain direct from the producer and thus are thoroughly familiar with the prob- 
lems involved. Any attempt to extend these exemptions beyond the actual 
use of the producer is, in our opinion, a shortsighted policy that will inevitably 
disrupt markets and in the long run be more detrimental than helpful to the 
producer of such agricultural commodities. 

The experience of our members shows very clearly that the existing applica- 
tion of the agricultural exemption provisions is having a disastrous effect on 
the grain-rate structure, upon the stability of which the flour-milling industry 
has been built. The continuing erosion of wheat traffic cannot continue without 
threatening the very continuance of the milling operation as long established 
and the complete disruption of the existing marketing procedures. This could 
mean relocation and diffusion of milling production to the obvious detriment 
of such milling States as Kansas, Missouri, Dllinois, Nebraska, Iowa, and 
Minnesota. 

It is realized that the proposed legislation may well have a serious effect on 
some of our existing practices. This we must accept in the more important 
consideration of what is best for the producer, the marketing system, the milling 
industry as a whole, and the railroads to which, under milling in transit, the 
markets and the milling industry are irrevocably tied. 

Therefore, on behalf of the flour-milling industry of the United States, we 
urge your committee to approve the legislation hereinabove named. 


Mr. Rocers. Letters filed by Members of Congress and others de- 
siring to file letters will be included in the record and made a part 
thereof and the record will remain open for 5 days for the insertion 
of any further information or data that anyone desires to file con- 
cerning this problem. 

Let the Chair say this at the conclusion of the testimony part of 
these hearings: That I am deeply grateful to the Members of Con- 
gress who have been so patient in this and I am especially grateful 
to the witnesses for the manner in which you have cooperated and 
helped out to get a complete record, I think, made on one of the most 
difficult problems that we have in the transportation field at this time 
and to thank the staff and reporters for their patience and work in 
this connection. 

With that statement, the subcommittee will stand adjourned. 

(Whereupon, at 5:15 p. m., the subcommittee was adjourned, sub- 
ject to the call of the Chair.) 


Xx 





